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MUTUAL SECURITY ACT OF 1955 


WEDNESDAY, MAY 25, 1955 


Hovusr or REPRESENTATIVES, 
CoMMITTEE ON Foreign Arrairs, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:47 a. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we are beginning hearings this mor ning on 
the committee print to amend the Mutual Security Act of 1954, and 
for other purposes. 

We are priv ileged to have with us this morning as the first witness 
the distinguished Secretary of State. Mr. Secretary, it has always 
been a pleasure to have you here. We are glad to welcome you back 
again as the first witness. 

“Will you proceed. sir? 


STATEMENT OF HON. JOHN FOSTER DULLES, SECRETARY OF STATE 


Secretary Duties. Thank you, Mr. Chairman. 

Three weeks ago I appeared before your colleagues of the Senate 
Foreign Relations Committee to support the request of President 
Kissiligier for the continuation of the essential elements of the 
mutual-security program next year. In this short interval of 3 weeks, 
historic events have taken place, events which confirm the soundness 
of the program. 

In Paris, there occurred the first meeting of the Western European 
Union and the meeting of the NATO Council which included the 
German Federal Republic. These meetings marked the accomplish- 
ment of one of the major goals of ourselves and of our E juropean 
allies—the establishment of the Federal Republic of Germany as a 
free, independent, and sovereign state, the bringing of that state into 
the North Atlantic Treaty Organization, and the further uniting and 
strengthening of Western Europe. 

Another historic development occurred in Vienna. There was 
signed there the Austrian State Treaty. Our Government has been 
working for that for a long time. It took 8 years of persistent ne- 
gotiation, with 379 meetings, before the Soviet Government would 
agree to the kind of treaty which gives the Austrians real 
independence. 

| have already reported to this committee in executive session on 
these events of Paris and Vienna. They could never have been 
achieved had it not been for the cumulative effect of our overall mutual 
security effort in its various phases during this postwar decade. 
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These great events enable me to come before you today and say with 
renewed confidence that this program really works and is worth the 
energy and the patience and the money that the United States is 
putting into it. 

For many years this committee has given painstaking study to this 
complex program and contributed greatly to it. You deserve much 
credit for what the program has accomplished. 

We have been working at parts of this mutual security program for 
about 10 years now. It has been unique in the whole history of the 
world. We inthe United States have decided that in our own interest 
it would be wise to devote a substantial part of our resources to helping 
other free nations to build the economic health and military strength 
needed for the preservation of their freedom. We do so without. any 
thought of aggrandizement for ourselves. 

Over the years, this wnique experiment in international relations 
has undergone many changes—changes of emphasis, additions, and 
subtractions, changes of organization and administration. This year 
new changes are proposed in order to adapt the program to changing 
conditions and to assure better the accomplishment of the desired 
ends. 

The President has announced that there will be a change in the 
administration of the program. Heretofore, it has been administered 
by Mr. Harold E. Stassen and his associates of the Foreign Operations 
Administration at home and abroad. 

The President has announced that the affairs of that agency will be 
transferred to the Department of State as of June 30, 1955, except for 
certain military functions to be administered by the Department of 
Defense. I wish to take this occasion to pay tribute to Mr. Stassen 
and to his associates for the way in which their work has contributed 
to the advancement of the interests of our country. I hope that when 
this responsibility comes to the State Department, it will be possible 
to carry on with equal effectiveness. To this end, the President plans 
shortly to submit, for Senate confirmation, the name of a distinguished 
former Member of this House, John B. Hollister, to be Director of the 
successor agency, the International Cooperation Administration, 
within the Department of State. 

The total of funds requested by President Eisenhower to advance 
the purposes of the mutual security program next year is $3,530 mil- 
lion. Of this amount, approximately one-half, or $1,717,200,000, is 
intended to be used directly to maintain and build up the military 
forces of allies. In addition to that half of the total fund, another 
$1,000,300,000 is designed for what is called defense support. That 
means economic help to countries which cannot otherwise carry the 
burden of as large defense establishments as seem desirable. 

A military establishment is not only economically nonproductive, 
but it subtracts largely from the productivity of a people. There are 
some nations so situated that it is deemed desirable that they should 
have a greater military establishment than their economies can pres- 
ently support. 

By direct military aid and defense support there is made available 
for the defense of the free world far larger military forces than would 
be available if the same amount of money was spent on our own 
Military Establishment. 
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The foregoing accounts for approximately 77 percent of the total 
fund requested. The remaining 23 percent, or $812,500,000, is de- 
signed for programs unrelated to military purposes. The principal 
items are: $337 million for economic aid to Asia, of which $200 mil- 
lion is for a special fund for regional development. There are funds 
for technical cooperation in the amount of $172 million; $100 million 
is designed as a contingent fund for the President. 

The geographical distribution of the 23 percent of the fund which 
is not related to military establishments is as follows: $21 million for 
Europe, chiefly for West Berlin; $52 million for the other American 
Republics; $179 million for the Middle East; $337,500,000 for Asia, 
and $222,500,000 for nonregional programs, including the multilateral 
programs and the President’s contingency fund. 

In past years a major part of the military and economic assistance 
authorized by the Congress under the mutual-security program has 
been furnished to the nations of free Europe. The best measure of 
the success of this program is the remarkable growth of economic 
vitality, political stability, and military strength among these nations. 

NATO is a going concern; European unity has moved forward; 
production, trade, and living standards have risen. Europe still faces 
many difficult problems, and our interest in the successful solution 
of these problems remains undiminished. However, there has been a 
significant improvement of conditions in Europe. Perhaps because 
of that we now look more closely at Asia and see more clearly its needs. 
The mutual-security program for next year is planned accordingly. 

In addition to continuing, and in some cases increasing, present pro- 
grams in the free countries of Asia, particularly the technical-assist- 
ance programs, the President has requested a special fund for 
discretionary use in eastern and southern Asia. 

International communism is pressing hard to extend its influence in 
Asian countries which lack the economic strength to support an ade- 
quate defense establishment and to provide the necessary foundation 
of political stability and steadily improving living standards. 

By means of the Manila Pact and other defense treaties, we have 
placed the Communists on notice regarding the danger to them of 
further armed aggression in that area. But this is not all that we can 
and should do. We know that nations which are economically weak 
find it difficult to become politically strong and nationally secure. 

We believe that an increase in free Asia’s economic strength can be 
another effective resistant to communism. The President’s fund for 
free Asia is designed to stimulate the development of economic 
strength and cooperation in this area. 

We have in mind that the use of these funds should be on a bilateral 
basis between the United States and individual Far Eastern nations 
inthe program. We have in mind also that it would be most beneficial 
to us as well as to the other participating nations to have the benefit 
of their own cooperative effort in seeking ways to solve their own 
problems of development. 

_ The nations of free Asia already have an instrument for this purpose 
in the Consultative Committee on the Colombo Plan for Cooperative 
Keonomie Development in South and Southeast Asia. This some- 
what cumbersome title is often abbreviated and known as the Colombo 
plan. It is possible that further development of this organization, in 
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which we already join with oui Asian friends, would provide ideas 
and guidance to strengthen the area both economically and politically. 

In this connection, I should refer to the conference recently held 
by representatives of a number of the Colombo plan nations at Simla 
in India. 

This conference brought together many of the Asian countries and 
was in itself a substantial step forward. The conference recegnized 
the desirability of a regional approach and the need for further study 
of it. 

The conference also recognized that there would be no advantage in 
having some intermediate regional organization and that it would be 
effective for the United States to administer on a bilateral basis any 
aid the Congress should choose to make available. This view is, of 
course, in full accord with our own. 

I am not myself an expert on all the details of these matters of 
which I speak. But I do have a confident overall judgment as to 
the value to the United States of these programs as a whole. 

In my opinion these mutual security programs are achieving measur- 
able success in bringing about the conditions which, in my judgment, 
are the best guarantee of peace and freedom in the world. The price 
we are paying for this result I consider to be a reasonable price when 
measured in terms of the attainable results. 

This program of mutual security continues to be an essential part 
of our overall policy of seeking to bring those rulers who now follow 
the line of international communism to see the futility of the policy 
of attempting world conquest. Also we hope that there may come 
policies designed better to satisfy the legitimate aspirations of the 
subject. peoples. 

The recent events in Europe to which I first alluded suggest that 
the time may be nearing when those who have been seeking the con- 
quest of freedom will in fact adopt more tolerable policies. 

I do not want to imply that I think we have achieved our goals. 
There are still bad spots as well as good spots. Also, it may be that the 
international’ Communists consider that any new policies which they 
now adopt are part of the classic design which Lenin said means 
that “we might have to go in zig-zags, sometimes retracing our steps; 
sometimes giving up the course once selected and trying various 
others,” and which Stalin said involves “maneuvering the reserves 
with a view to effecting a proper retreat when the enemy is strong.” 

Nevertheless, I do feel a certain sense of encouragement because 
today the tactics of the international Communists suggest that they 
realize that the free world is in fact “strong” and that they do have 
to give up some of the courses they once selected. 

I have referred to the events of recent days. These have been 
marked by a striking reversal of many of the policies of the Soviet 
rulers. They reversed their position. with reference to the Austrian 
State Treaty. The consequent withdrawal of Soviet troops from this 
advanced position in the heart of Europe will be the first time in 
Europe that the Red forces will have gone homewards since they took 
their forward positions 10 years ago. 

Then there is the pilgrimage of the Soviet leaders to Belgrade. For 
7 years, since the Yugoslav Government seceded from the Soviet bloc, 
it has been consistently reviled and threatened. Its party was ex- 
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communicated by the Soviet Communist Party as guilty of flagrant 
heresy. Now the heads of the Soviet State, who have never yet in 
time of peace left their home country, go to Belgrade to make their 
peace. Independence is rewarded, and heresy is condoned. This is 
bound to have a profound effect throughout the Soviet zone. 

On the subject of disarmament, the Soviet Union has recently 
altered its position. Its present position contains much which is not 
clear or not acceptable to the United States, but at least the Soviet 
Union now recognizes as valid certain basic propositions which up 
until now it has consistently rejected. 

For example, the Soviet Union now no longer insists that any re- 
duction of land armaments should be on a percentage basis which 
would perpetuate, and indeed accentuate, its present superiority in 
that particular field. 

Finally, the Soviet leaders, after having said that consummation 
of the Paris accords would be a serious impediment to further talks, 
now seem ready for such talks—Pravda’s complaint being that we 
do not seem to be willing to talk long enough. 

No one can be confident as to the meaning of these four reversals, 
which have been accumulated within the span of a few weeks. Cer- 
tainly, one interpretation is that they hope by this show of sweet 
reasonableness to bring the free nations to a sense of security so that 
they will abandon measures which have so far enabled them to help 
each other preserve their freedom. 

There are, within the free nations, some who are tempted by this 
prospect. For the most part, they look to the United States to see 
how we interpret the recent Soviet gestures. If we seem to regard 
them as demonstrating a basic change of Soviet attitude and as indi- 
cating that the danger is over, they will hastily follow in that way. 
In that event much of the solidarity and strength which has been 
built over past years would quickly disintegrate. 

The United States eagerly welcomes, and will fully and in good faith 
explore, all new possibilities of insuring a just and durable peace. 
That is the goal to which our Nation is dedicated and we shall not let 
pass any opportunities to advance toward it. 

We welcome recent Soviet deeds which suggest a greater degree of 
tolerance and a greater acceptance of freedom and independence. 
However, it would be a great mistake to judge that the danger was 
now past, or to act in such a manner that others might think we judged 
it past. There could be no worse moment to depart from the policies 
which the program represents and which have brought us where we are. 

We can ine that a new day is coming; but too often men have been 
lured to their doom by mistaking a false dawn for the real dawn. We 
must not make that mistake. 

Let us hold fast to that which is good. The mutual security pro- 
gram, like everything human, is doubtless imperfect; but the prin- 
ciples which it sacbeltien have been tested and proved good. There- 
fore | urge the Congress to continue it. 

Chairman Ricwarps. Thank you, Mr. Secretary. That was a very 
fine statement. We will go under the 5-minute rule. I will stick 
strictly to it. I may have some questions myself to ask a little later. 
I will ask only 1 or 2 questions now. 

Mr. Secretary, do you know of any convincing evidence arising out 
of your experience and your conferences with Russia and her associ- 
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ates that would warrant us in cutting down this foreign aid 
authorization ? 

You know that every year a proposal is made here to cut down what 
is requested by the Executive Department. The amount requested 
has been gradually declining year by year. 

Secretary Duties. The answer to that, Mr. Chairman, is a very 
emphatic “No.” We have been able to cut the program some. We 
try to cut it wherever conditions warrant. 

But the program this year has been very carefully examined, not 
only by the departments concerned but by the Bureau of the Budget, 
which is greatly interested in trying to balance the budget. 

We believe the program as presented is a fair and reasonable pro- 
gram, and a minimum which is required to carry out the objectives 
and policies which are so vital, in my opinion, to the security and wel- 
fare of the United States. 

Chairman Ricuarps. Thank you, sir. Is there anything in your 
past experiences with this Communist menace that would warrant 
vou in having faith that anything would come out of the Big Four 
Conference that would make this authorization unnecessary? Don’t 
answer that unless you want to. 

Secretary Duties. I am glad to answer it. 

Again, the answer is that I see no prospect of anything coming out 
of the conference of the four heads of government which would justify 
any reduction of this program. 

I answer in that way primarily for the reason that this so-called 
Big Four meeting at the so-called summit is not itself designed to 
solve any of these problems at all. We do not expect to be able at 
that conference to get at the substance of these problems that have so 
harassed us for many years. 

The best that can be expected will be to find a new path, a new 
approach to the solution of some of these problems, which will have 
to be remitted to other bodies and agencies for substantive exam- 
ination, 

Those other bodies may be the foreign ministers. It might be the 
United Nations. It may be NATO. It might be a new ad hoe organ- 
ization set up for the particular purpose. 

Most of these matters, sir, concern others than the four that will be 
there. One thing that we want to be very particular about is to see 
that we do not set ourselves up as a kind of world director to settle 
everybody else’s problems and affairs. 

It will not be for the purpose of settling anything. It will deter- 
mine whether a new approach can be found which can make it easier 
to settle some of these problems. 

The real test will not come at the meeting of the Big Four at the 
summit. It will not come until much later. One can only say that 
the prospects there are fed more by hope than by confidence. 

Chairman Ricnarps. Then, Mr. Secretary, you feel that regardless 
of the fact that a lot of people think that peace is just over the hill 
that this is no time to let down our guard ¢ 

Secretary Duties. Yes, sir. 

Chairman Ricwarps. Mr. Chiperfield. 

Mr. Curperrretp. Mr. Secretary, I want to thank you for a very 
constructive statement. I have only one question. 
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On page 2 of your statement you say, “We have been working at 
parts of this mutual-security program for about 10 years. 

There have been statements made that this is a permanent program. 
| would like to ask you, sir, if you consider this program as a per- 
manent one. I don’t mean permanent forever, but is it a program 
we can expect as a regular program for years to come, as you see it‘ 

Secretary Dutues. I think it will be in the interest of the United 
States to continue to have a program along these lines for at least 
several years, as far as I can now see. 

Mr. Currerrietp. Thank you very much, Mr. Secretary. 

Chairman Ricwarps. Mr. Gordon. 

Mr. Gorpon. Mr. Secretary, you stated on page 4 regarding the con- 
ference that took place in Simla, India. 

Is what took place there much to our advantage, and has it added 
to our efforts in the Asian countries / 

Secretary Duties. I think that the outcome of that conference was 
extremely satisfactory. There was some concern in some quarters 
that that conference might attempt to set up an organization which 
would purport to be the recipient and the distributor of our funds. 

We didn’t think it was wise that it should take that course. We 
particularly thought it would be unwise for the Asian countries to 
get together and decide how to spend the money before Congress even 
appropriated it. 

Actually, the conference took quite a moderate course. There was 
a decision not to attempt to set up their own regional organization, 
and a recognition of the fact that the best way to distribute any money 
that Congress saw fit to appropriate would be on a bilateral basis. 

So that some of the dangers that were feared might come out of 
that conference did not eventuate. I believe it was a sound and con- 
structive conference. 

It did serve the purpose of exemplifying the regional approach in 
this sense: There is much that those countries can do to help each 
other. Any funds that we give will serve their greatest purpose if 
they are sort of pump-priming funds to get trade and economic assist- 
ance flowing as between those countries themselves. 

We don’t want, for instance, ourselves to carry the whole burden 
of supplying Japan with a market for all its goods. It is much better 
for Japan to have markets elsewhere in Asia. 

That illustration could be applied elsewhere, to other countries. 
Therefore, it is in our interest to encourage these countries to get 
together and to see how they can supplement each other’s economies. 
Then if our funds come in as a kind of primer to get that thing going, 
it will be the best use to make of the funds. 

I believe, as far as I have gotten the reports of the Simla confer- 
ence, that that was in essence the conclusion which they themselves 
arrived at. 

Mr. Gorpvon. Thank you, Mr. Secretary. 

Chairman Ricnarps. Mr. Vorys. 

Mr. Vorys. Mr. Chairman, it has been your custom in the past to 
require or at least to request background statements on witnesses before 
this committee. I think in this instance it may be assumed—— 

Secretary Duties. Security clearance. 
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Mr. Vorys. That we should have more background material than 
we have. 

We have about 40 pounds of printed material before us, as a little 
background on this program, but none on the Secretary of State. 

Chairman Ricuarps. Are you a farmer or lawyer? 

Mr. Vorys. It seems to me, Mr. Chairman, that this document that 
I have brought to the committee might be helpful. 

The current issue of the Saturday Evening Post has an article 
entitled, “The Rugged Mr. Dulles,” by Beverly Smith, Washington 
editor of the Saturday Evening Post. “An intimate analysis of our 
brilliant, complex Secretary of State, whom Ike epitomizes by asking, 
‘where could | find a man to replace him? ” 

Iam merely going to read the first sentence of the article: 

Next to President Eisenhower, the man primarily responsible for America’s 
peace, security and indeed survival in this explosive nuclear world is Secretary 
of State John Foster Dulles. 

We have heard from the Secretary of State this morning that he is 
now to be the executive head of the agency that will administer much 
of this program. 

For the benefit of our chairman and members of the committee, in 
providing background material, I am going to ask at an appropriate 
time that this article be made available to our committee members, and 
that the text of it be placed in our hearings at the appropriate place, 
so that we will have this very effective piece of background material 
before us. 

(The article referred to appears in the appendix on p. 779.) 

Chairman Ricrarps. I just want to say that it is a very nice thing 
for a Yale man to say something nice about a Princeton man. 

Mr. Vorys. I think some background on our Secretary will be more 
valuable to us and to the Congress than some of these very weighty 
volumes we have around the table. 

Mr. Secretary, I am always impressed with your statements. I 
don’t mean to say that your statement should be unquestioned, but I 
have no questions at this time. 

Chairman Ricuarps. Knowing how brief Mr. Vorys is, Mr. Secre- 
tary, I know you will excuse him for not asking any questions at this 
time. Dr. Morgan. 

Mr. Morean. I have no questions. 

Chairman Ricwarps. Mrs. Bolton. 

Mrs. Bouron. Mr. Chairman, thank you. Mr. Secretary, I am par- 
ticularly sorry to have missed your meeting with the committee last 
week, because you always bring us such a clear statement of your points 
of view and are so unhesitating in your replies to our many questions. 

I am concerned over one thing because of my long study of the whole 
Communist point of view. When we are considering it, I hope all of 
us here in America can feel secure in your sense and the Department’s 
sense of the fact that it is nothing new for Russia to want world 
domination. Peter the Great wanted it. 

These people have put into it a new intensity and a religious fanat- 
icism which makes for fervent strength. They are so skilled and 
trained in retreat and in zigzag tactics that I feel I must say that 
I hope nothing will lead you to feel that they are deviating from their 
original purpose, even though they may be suave and gentle for 
the moment. 
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I personally have no question on your feeling, but I wanted to have 
this thought into the record. 

I want to ask you this: Do we have any assurances that we will have 
more men and arms from the countries in Europe, and possibly some 
in Asia, if we go on with this particular program? Does it really 
assure us that they stand with us in case of military action or is it just 
hope ¢ 

Secretary Duties. To answer your two questions, Mrs. Bolton. On 
the first question, I think my statement perhaps speaks for itself in 
that. I have no illusions. I know full well how deeply ingrained is 
the purpose of the Soviet Communist leadership and the devious char- 
acter of tactics which they often pursue. 

It is a healthy thing indeed that the Congress, I think, so over- 
whelmingly, and the people so overwhelmingly, are so well aware of 
that fact. It makes it much easier for the President and me to deal 
with the situation, knowing that the Congress and the country feel 
that way. 

There are in some countries of the world a popular eagerness to 
grasp at what may prove to be straws, which makes the position of 
some political leaders more difficult than that of the President and 
myself. 

One has to be sympathetic and appreciative of their problem. 
Sometimes it is necessary to cast out things to produce, you might say, 
an active demonstration of what the realities are. 

We don’t think that is necessary in the case of the United States. 
But it may be necessary from the standpoint of world opinion. It is 
always possible that gains may come out of these meetings, just as 
gains have come in the past. 

In the past they have come about because of pressures that we have 
created. They have come about primarily as a result of expedience 
rather than real change of heart. One must constantly strive to secure 
creater opportunity for freedom wherever it can be done, but without, 
I think, being under any illusions that the rulers of Soviet Russia 
have actually become believers in the kind of freedom that we believe 
in, or have given up their hopes of advancing their own cause in the 
world. 

On the second point, I have confidence that the Armed Forces, which 
this program has three-fourths of it to build up, will be forces that 
can be depended upon to help secure the freedom around us, which in 
turn is a freedom which protects us. 

Obviously, there are in these different countries political forces at 
work. It is not possible to give the same precise guaranty that would 
be the case if they are United States forces. 

One has to take a certain balance between that risk, which I con- 
sider slight, and the fact that through these cooperative efforts the 
forces that are maintained are, as I say, very, very much larger than 
what could otherwise be maintained, and also that they are strategic 
points, forward positions, which need to be held. 

While not ignoring the fact that there may be slight risks of political 
changes in some of these countries, I think that clearly in my own 
opinion the advantages in the program offset those particular risks. 

On that balance, we are taking the course which has the greatest 
advantage to us and to the free cause to which we are dedicated. 

Mrs. Bouton. Thank you, sir. 

Chairman Ricnarps. Mr. Carnahan. 
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Mr. Carnanan. Mr. Secretary, I want to join the others in express- 
ing my appreciation to you for a very fine statement. 

I would like to ask: Is there any evidence that the basic aims of 
international communism have undergone any change? 

Secretary Duties. I am not aware of any such. 

Mr. Carnanan. Another question: Is any thought being given to 
any definite new approach on our part to a more effective conduct of 
the cold war, as suggested in the Sarnoff report ? 

Secretary Dvuxies. The Sarnoff report is a very interesting report. 
It is not by any means entirely new. In the report he quotes rather 
extensively from what I myself have said on this topic in the past. 

The approach which he advocates is one which I myself advocated 
and which to a considerable extent is in operation at the present time. 
That does not mean to say it cannot be improved. 

My own feeling is that the events which have happened do two 
things. They demonstrate—I refer particularly now to Austria and 
Yugoslavia—we have been doing a pretty good work to bring about 
those changes; and secondly, what has happened in those two coun- 
tries, particularly, and if the outcome in the case of Yugoslavia is 
what we anticipate, that it will open up tremendous new possibilities 
for bringing a greater measure of human freedom and national inde- 
pendence within the Soviet orbit, and that therefore there is room 
for an opportunity, which we ourselves have largely created, for 
intensified effort along those lines. 

That has already for some time been a matter of very serious con- 
sideration by the administration and by the National Security Council, 
the so-called OCB, that is, the Coordination Board of the Govern- 
ment, which particularly deals with these matters. 

I would say that the theme of that report is one which is entirely 
sympathetic tous. I would not want to say that the particular forum 
that he proposed is acceptable or inacceptable. I just haven’t studied 
it sufficiently to give an opinion about that. 

I feel in most of these matters the problem is to get the right people 
to do the right job, and that you do not solve problems merely by 
creating a new board or new committee without knowing who they 
are going to be. 

If there are additional people that can usefully be brought in to 
work on that phase of the matter, certainly the administration is 
ager to find them and put them in work. 

Mr. Carnauan. That is all, Mr. Chairman. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Chairman. Mr. Secretary, I don’t know when 
have ever read or heard a statement th: at I felt was basically so sound, 
and also so encouraging, not only to the free peoples of the world 
but to the peoples behind the Iron Curtain, who, according to the 
information that one gets, have been apprehensive lest our agreements 
to talk and negotiate with Communists meant that we were falling 
for their seduction line designed to deceive and soften us up. 

You make crystal clear that we are going to this conference with 
the maximum objective of hoping for real agreement that will be 
nossible if, but only if, the Communists abandon their program to 
conquer the world. But if we can’t get the maximum objective, then 
we have the minimum objective of making clear to the neutrals and 
our allies who it is that is blocking a genuine settlement. 
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Do you interpret this present tactical shift by the Communists 
as something comparable to the shift of 20 years ago, when in 1935 
the Soviet Union, faced with the increasing strength of Japan on one 
side and Hitler on the other side, adopted at their congress in Moscow 
what was called the united-front tactic ? 

From then on they cooperated with and even backed the socialist 
and democratic forces whom they had previously castigated as devia- 
tionists and worse. Thereby they got themselves satisfactorily ac- 
cepted into the fold of peace-loving ‘peoples, got our support against 
their enemies, and brought themselves and us to this present moment. 

Do you interpret this | present move as basically that kind of tactical 
shift on their part ? 

Secretary Duties. I haven’t come yet to any final determination in 
my own mind as to the full significance of what is going on. It is not 
easy to do so because there are inconsistencies in the patter n. 

To take one as an illustration. It is supposed generally that the 
Austrian State Treaty was signed in order to provide a pattern for 
German neutrality. But if that was the case, why did the Soviets 
agree to take out article 33 which put a limit upon the size of Austria’s 
Army. 

Certainly, that does not contribute to a pattern that anybody wants 
to apply to Germany. I speak now for the Germans, the Russians, 
Western Europeans, or the United States. No one wants that kind 
of pattern for Germany. Yet, without serious resistance they ac- 
cepted our proposal to ‘take out article 33 , the limitation upon the 
size of the Austrian Army, so that Austria i is now enabled to have an 
army without any limitation. 

As I say, you get a curious inconsistency that pops up. You find 
in their action today in various quarters certain inconsistencies with- 
out any clear theory. But I do find that there is a tendency develop- 
ing in some of the Western European countries, at least, to attempt 
to find a broader base through alliance between the Communists and 
the left-wing Socialists. 

As you say, in the past, generally there has been a very sharp di- 
vision between the Communists and the Socialists. The classic reason 
given is, by Lenin and Stalin, that the Socialists believe in reform 
through gradual processes, whereas the Communists do not believe 
the possibility of accomplishing reforms in that way, but they think 
they have to move by violent, abrupt measures. 

Therefore, the Socialists have been denounced as representing a 
false approach to the problem. In many ways there has been more 
hostility between the Communists and the Socialists than there has 
been between the Communists and the capitalists. The Communists 
have felt that the Socialists were blazing a false trail. 

There is some tendency already in “Europe for those left-wing 
Socialists and Communists to get together. The Communists are 
trying to move in that direction. There was some evidence of that 
in the Italian presidential election. I was told in some of the local 
political lineups in France also there is some tendency in that direc- 
tion. That can be a possibility, that they have found that they can- 
not get results just as the Communist Party, and for the time being 
they may want to make an alliance that will broaden their base in 
some of these countries. 
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Mr. Jupp. I would like to express the belief that we must assume 
that they are playing chess. If they give up a pawn like Austria 
when they have to, it isn’t with the idea of losing or abandoning the 
game but only of getting the king, for example, Germany, three plays 
from now. Mustn’t we assume that? 

Secretary Duties. The background article which Mr. Vorys has 
referred to recalls the fact that when I was in college I was a chess 
player. 

Mr. Jupp. I am glad for that fact. 

Chairman Ricuarps. Mr. Chatham. 

Mr. Cuarnam. Mr. Chairman, Mr. Secretary, I would like to asso- 
ciate myself with the statements that have been made about Mr. 
Dulles’ statement. I think it is the clearest and best of any that we 
have had since I have been here. It is certainly one that I can use in 
answering a lot of questions from my constituents. 

I am going to lead up to this one question. It has seemed to me that 
it is far easier to pass a military appropriation bill in this House than 
it is a mutual security program. 

I have never understood and don’t understand now why this direct 
military defense support, direct military aid should not come in our 
defense budget rather than through this budget. Approximately 
$1,700 million is intended to be used directly to maintain and build 
up the military forces of our allies. 

I am asking the Secretary why that remains in our budget, because, 
as I have said, I think it is far easier to get a military budget appro- 
priation through this House than here. 

If this were in the military budget, our mutual security program 
that we bring to the House would be in a better position and have far 
more success In carrying it out as requested. 

I intend to support this program almost in toto. Would you tell 
me about that, Mr. Dulles? 

Secretary Dues. I imagine the reasons are primarily historical. 
{ would say that aspect of the matter will be reviewed particularly in 
connection with the reorganization which is planned, at which time, 
as is pointed out here, a number of the activities of the FOA which 
relate to direct military aid will be transferred to the Defense 
Department. 

1 would expect at that time they would assume a greater responsi- 
bility than heretofore for the justification of those items, and perhaps 
be willing to have them included in their actual budget. 

There are reasons which the Defense people can deal with greater 
authority than I can as to why they are reluctant to see those matters 
brought into their budget which they think should relate just to United 
States defense. 

But I would think that the reorganization which is taking place 
would at least give rise to a reconsideration of that matter for the 
future. 

Mr. Cuarnam. Thank you, sir. You are still rising in my book. 
That is all, Mr. Chairman. 

Chairman Ricnarps. I feel the same way about that. Mr. Fulton. 

Mr. Fuuron. Mr. Secretary, we are glad to have you here. We 
might say that you are rapidly becoming the Marco Polo of the pres- 
ent world. If this committee had anything to do with it, I am sure 
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we would give you flight pay and extra hazardous duty pay because 
you have been on the job day and night. 

’ We are pleased that you have received such united cupport by the 
American people on the foreign policy you are developing, and devel- 
oping on a bipartisan basis. 

I compliment you and thank you for myself as a committee member 
in coming on your last visit to this committee within 1 hour after 
arriving from Vienna and seeing the President. You have certainly 
viven this committee every courtesy and every cooperation in advis- 
ing us of what is going on around the world in executive sessions. 

I further compliment you on the fact that in the Senate you have a 
79-percent support in voting so far this year on foreign policy by 
both Republicans and Democrats. In the House, while the Republi- 
cans are not quite up to that, being only 42 percent, the Democrats, 
Mr. Chatham’s group, are 65 percent for you to date. I don’t know if 
you have seen these results just published in the Congressional 
Quarterly. 

Could I make a comment on the report that you have made. I feel 
when Europe has now been moved into a status of good economic 
health that we should look in the mutual security, and economic and 
technical development programs, not only to Asia but look likewise to 
South and Central America, where our best customers reside. 

In South and Central America there should be a further increase in 
the technical aid program, and if not possible this year the United 
States should plan it sometime in the near future. In fact, I would 
like to see the Milton Eisenhower report of 1953 implemented, as well 
us the economic program for the Americas of September 20, 1954, of the 
Eric Johnston Committee, the President’s Committee for Foreign Eco- 
nomic Development. I hope the United States policy will move along 
that line. 

Is there such a program in prospect to develop and expand South 
America’s and Central America’s technical aid ? 

Secretary Duties. First, thank you for your very gracious remarks. 
There is such a program. You will find that there is a request for a 
somewhat increased appropriation for technical assistance to South 
and Central America in this present program. 

I am told that the limiting factor there is not the appropriations but 
the ability of the Latin American countries to support increased pro- 
grams and our ability to find the qualified technicians who are willing 
and able to go. ; 

I fully agree with you as to the importance of that area. 

Let me say, Congressman, that the interest and importance we at- 
tach to South America is not to be measured by the figure which I give 
here, some $52 million, I think it is, for that area. 

We feel that area is capable of economic development through more 
normal means such as World Bank loans, Export-Import Bank loans 
and private capital which has flowed into many of these countries in 
considerable degree. 

It is better to encourage development along those lines than to create 
dependence upon grants. 

Mr. Futron. Can I move to another question as my time is running 
out ¢ 
Chairman Ricwarps. Your time is almost up. 
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Mr. Fuiron. Does our present United States policy firmly back 
Premier Diem in Indochina ¢ 

Secretary Dues. Yes. 

Mr. Furron. So there is no change from our policy because of any 
outside influences that in any way would detract from our saying 
to Premier Diem, “Go ahead and do the best you can. We will ade- 
quately back you with military and economic aid” ¢ 

Secretary Dutves. That is correct. 

Mr. Fuuron. Thank you very much. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zastockt. Thank you, Mr. Chairman. I want to join my col- 
leagues in complimenting and congratulating you for a very fine state- 
ment. It is remarkable that in so few words you have said so much. 

Mr. Chairman, my question is to the second paragraph on page 4 
of your statement, Mr. Secretary, wherein you state : “We have in mind 
that the use of these funds should be on a bilateral basis between the 
United States and individual far eastern nations in the program.” 

Are we to understand, Mr. Secretary, that our assistance to the 
country of Vietnam, in particular, will be directly to the Vietnamese 
Government and not through the French authorities ? 

Secretary Duties. Yes, sir. 

Mr. Zasvockt. Thank you, sir. I have one other question, Mr. 
Chairman. It isa brief one. 

It was my understanding that economic aid for Europe had been 
concluded. On page 3 of your statement you show $21 million for 
Europe. You state, “The geographical distribution of the 23 percent 
of the fund which is not related to military establishments is as fol- 
lows : $21 million for Europe, chiefly for West Berlin.” 

Can you more definitely identify the $21 million for Europe, sir! 

Secretary Dutues. I am told that all of that item is now programed 
for Berlin. 

Mr. Zastockt. All of it is programed for Berlin ? 

Secretary Duties. Yes. 

Mr. Zasiocki. Is it because of the Communist blockade that we 
have to continue assisting Berlin to that amount? 

Secretary Dutxes. It is primarily that. It is also for psychological 
and morale reasons. Berlin is, of course, isolated and is an advanced 
post. It has that status because it is the seat of the Four Powers. 
It was agreed upon at Potsdam that that should be the seat where the 
Four Powers are. 

If the Four Powers should either withdraw from Berlin or ce: Ise 
to evidence interest in Berlin, that would undoubtedly increase tlie 
pressures against Berlin. 

So, both for economic reasons and for morale and psychological 
reasons, we believe it is useful for the United States to make some 
contribution to helping the welfare and prosperity of that city, which 
is a little island in the midst of the Soviet sea 

Mr. Zasvockr. That you, Mr. Chairman. 

Chairman Ricwarps. Mr. Jackson. 

Mr. Jackson. Mr. Secretary, during the almost 9 years that I have 
been a member of this committee I have heard a great many state- 
ments, some of them much lengthier, the majority of them far less 
informative, than this one. Seldom have I heard a statement which 
has brought as much satisfaction and reassurance that while we are 
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prepared to put our faith in God and diplomacy, we are nevertheless 
keeping an eye on the powder magazine at the same time. 

| am sure that the Secretary’s able and comprehensive statement will 
bring a great measure of satisfaction to the American people, who 
are quite concerned, I am sure, not only over what the Soviet intends 
to do in and following the proposed conference but what our course 
of action is likely to be. 

I have no questions now, but I should like to extend my congratula- 
tions to you, sir, on the splendid job that has been and is being done. 

Chairman Ricnarps. Mr. Burleson. 

Mr. Burteson. May I also extend my personal compliments, Mr. 
Secretary? Mr. Secretary, is there any great significance attached to 
the withdrawal of troops from Austria as it affects the satellite nations 
adjoining them ? 

By that I mean the nations of Hungary, Czechoslovakia, and other 
satellites bordering Austria. 

As I recall, we are aware that Russia has some agreements with 
these satellite nations relating to military occupation. With their 
withdrawal from Austria, do we see any great advantage from our 
viewpoint in connection with those agreements? 

Secretary Duties. Yes; there was the provision in the peace trea- 
ties with Hungary and, I think, Bulgaria and maybe Rumania, per- 
haps all three, that the Soviet troops would be allowed to remain 
there as long as the Soviet had its troops of occupation in Austria. 

Technically, at least, when the troops are drawn out of Austria, 
their rights in those treaties would lapse. However, we have not so 
far, at least, any great reason to anticipate any such scrupulous observ- 
ance of the treaties to lead us to be convinced that those troops would 
be withdrawn. 

Some people think that the setup which was arrived at in Warsaw a 
week ago was designed to give legal foundation for any retention of 
troops in satellite countries, even though their treaty rights might 
lapse. : 

I suspect that the Soviet will continue to do about what it wants 
as far as that is concerned. We do believe that the withdrawal of 
the troops, which will be, as I say, the first time that Russian troops 
have withdrawn in Europe anywhere and turned their faces home- 
wards, that that will set up a popular demand in some of these coun- 
tries that they also be relieved of the burden of occupation. It will 
set up forces, the strength of which I doubt whether the Soviet Union 
can itself fully forecast or be confident of controlling. 

So, there may be a somewhat greater exodus than is contemplated 
by the Austrian treaty alone, as a result of the contagious effect of 
what has taken place there. That is in the realm of speculation. 

Mr. Burteson. We could assume if they were really free nations 
it would be of tremendous immediate importance / 

Secretary Duties. Yes, sir. 

Chairman Rrewarps. Mr. Morano. 

Mr. Morano. Mr. Chairman, thank you. Mr. Secretary, it would 
seem apparent to me, and I am sure it 1s to you, based on the expres- 
sions so far from the committee members, this bill is going to pass 
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substantially as it is now without drastic changes. I too, am a sup- 
porter of the President’s program. 

There has been quite a bit of confusion concerning the strength of 
the Russian air force as compared with ours. Would you want to 
make a contribution—not to the confusion—by making some comment, 
se that the American people and this committee could have the benefit 
of your knowledge on this issue. 

Secretary Dues. I prefer not to comment on that, sir. It is not 
an area where I pretend to be an expert at all. That is primarily the 
responsibility for the Department of Defense. I haven’t any doubt 
they will state what needs to be said on that subject. 

I prefer not to encroach on what I feel would be the primary respon- 
sibility of another branch of the Government. 

Mr. Morano. Mr. Secretary, I am in favor of this bill substantially 
as it has been presented, but I do have some reservations about Yugo- 
slavia. Do you think it is a reasonable gamble to continue to supply 
military aid, and so on, to Yugoslavia at this point? 

Secretary Dunes. Yes, sir; I do. 

Mr. Morano. Including jetplanes? 

Secretary Duties. I do not myself see any likelihood of Yugoslavia 
in any predictable time going back into what you might call the Soviet 
fold. I reach that conclusion merely on the ground that it would 
seem to me folly for a nation which has gained so much out of an 
independent status surrendering that status and going back to a posi- 
tion which would inevitably be a position of considerable subordina- 
tion and inferiority. 

I believe that while we do not agree with the domestic philosophy 
of the Yugoslav Communist Party we must recognize that from the 
standpoint of international relations the example which has been 
shown by Yugoslavia, maintenance of its independence, which has 
largely been due to our support in the past, has set an example which 
I think will have very considerable repercussion within the present 
Soviet bloc of countries, that, as I indicated in my original statement, 
the fact that a nation which has asserted its independence, broken 
away from the fold, is now the subject of the wooing and the blandish- 
ments of the Soviet rulers. 

I think that will put ideas in the heads of other people. I think it 
is a good example for us to maintain because of the fact that it does 
I think promote the hopes of the peoples of the other satellite coun- 
tries, that they might, too, in due course achieve a status of independ- 
ence from the rule of Moscow. 

I think the importance of Yugoslavia from that standpoint is such 
that I believe we are justified in continuing our present policy there, 
on the assumption of course that Yugoslavia continues its present 
policy of independence of the Kremlin. 

I have assurances, at least, which I think are dependable, that that 
1s their intention. 

Mr. Morano. I was going to ask some more questions—— 

Chairman Ricuarps. You have a half minute. 

Mr. Morano. Mr. Secretary, recently I introduced a resolution 
which would have the effect of requesting our State Department to 
do something about bringing Spain into the NATO. 

I understand that 14 Senators, yesterday, headed by Styles Bridges, 
have also introduced a similar resolution. Can you tell me what the 
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State Department’s position is on the question of admitting Spain to 
NATO? 

Secretary Duties. The State Department would be sympathetic to 
that result. 

Mr. Morano. Will the State Department or has the State Depart- 
ment taken any action to help bring about that result? 

Secretary Dues. I prefer, Mr. Chairman, to go into that some- 
time in executive session. 

Chairman Ricuarps. I think we might go into that. 

Mr. Morano. Is my time up? 

Chairman Ricuarps. Yes, sir. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. Mr. Chairman, I want to add my thanks 
to the Secretary for a very impressive statement. I am sure that in the 
testimony that will be offered later will be an answer to my question 
in detail. 

I would like to ask the Secretary a question that really relates to 
administration. It is produced by my interest in securing autonomy 
for the Technical Cooperation Administration. It is one of the least 
controversial programs that we have. 

I would like to ask the Secretary if that idea of a separate func- 
tioning administrative unit within the Department can be achieved 
under these recommendations, so that our purposes will not be mis- 
interpreted and distorted abroad by those who don’t believe in our 
goals ¢ 

Secretary Dulles. I would think that can certainly be done under 
the President’s Executive order, as it is contemplated to be made. 

There is a considerable degree of autonomy there, I think, at the 
present time. I do think there is great merit in your idea that it 
should be, as far as possible, kept apart from what might be called 
the more controversial political aspects of the program dealing with 
the military affairs. 

Mr. Hays of Arkansas. Under present law it will become a part of 
the Department of State on June 30. I appreciate what the Secretary 
lias said on this point. 

Chairman Ricwarps. Mrs. Church. 

Mrs. Cuurcnu. Mr. Secretary, I do not know that it is necessary to 
add much to the fulsome and merited praise given to your statement. 
If anything could get this bill out without even a careful appraisal, 
it would be such a statement. 

| would like very sincerely and not facetiously to take this occasion 
to commend you on your strong statement of support of Premier 
Diem. I think it is one of the finest steps we have taken, amid all of 
our diplomatic achievements, for a long time. 

[ have two questions. There have been many of us who for years 
have seen no reason why the unexpended, unallocated balance left 
over from the preceding year could not be applied against the new 
uppropriation being asked for. Is there any reason why that should 
not be done? 

Secretary Dutues. I think there are reasons. It is a pretty techni- 
cal topic. Broadly speaking, I understand that the appropriated 
funds which still remain are in fact obligated. 

_ It is necessary to have programs which run ahead for several years 
in the sense that other governments have to make their plans on the 
basis of it, and that if you drew on that fund at the present time you 
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would be in effect drawing on stuff out of the pipeline so that you 
would have a complete collapse maybe a year or two from now. 

Mrs. Cuurcu. If there were funds that were not allocated, would 
you think it would be unsafe to urge their application to this budget 

Secretary Duties. I think to the extent that they are unobligated. 
Mr. Nolting tells me, who follows these things right up to the minute, 
that all but $100 million will actually be obligated by the end of the 
fiscal year. 

Mrs. Cuurcu. Last year the question came up in the minds of some 
of us as to whether or not the allocation of funds without definite 
designation for southeast Asia did permit enough elasticity in the 
‘ase of changing of our plans for that area. Is it safe to assume 
that the Department has gone through the alternate steps that might 
be taken, depending on what other factors change there, and that in 
this bill every effort has been made to make adequate provision no 
matter what happens? The question is indefinite beeause the situa- 
tion is indefinite. 

Secretary Duties. Yes. We have sought a considerable degree of 
elasticity with respect to the $200 million which is asked for, which 
is the largest single item in reference to this whole Asia situation. 

We did that because of the fact that it is not possible to foresee 
things in advance with any confidence. It is a fluctuating and chang- 
ing situation. I hope that the Congress will be willing to give that 
discretionary quality to that particular fund, and also permit it being 
spent not just in 1 year but over the next 2 or 3 years, because the 
purposes for which we have it in mind will not necessarily require 
the money to be spent all at once. We want to work out a program 
which, as I say, will be a stimulating program in terms of getting 
them to do something among themselves. We can’t foresee in advance 
just what they will be willing to do or the time in which they will 
do it. Therefore, the timing of our contribution, if it is to be most 
effective, needs to be related to the action of other countries which we 
cannot predict in advance, either as to their quality or as to their 
timing. That is the reason the President has asked that that particn- 
lar item, which is of considerable importance, should be authorized 
on a discretionary basis. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Secretary, I would like to observe that 
everything around here this morning is almost too peaceful. 

Secretary Dues. Let it be. 

Chairman Ricuarps. It is just like the world situation. From what 
we can gather around here Chiang Kai-shek and Chou En-lai have 
gone fishing together. Something is going to break loose somewhere. 

Mrs. Kelly. 

Mrs. Ketity. Thank you, Mr. Chairman. It is nice to see you safely 
back home, Mr. Secretary. 

Mr. Secretary, do you seek in this program any greater transferabil- 
ity or the same transferability that has been customary? I assume 
that we will get a regional and a country-by-country breakdown ‘ 

Secretary Duties. Yes; except in relation to this $200 million that 
[ spoke of, which isn’t on a country basis. 
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Mrs. Ketty. I would like for the moment to turn to page 5, Mr. 

Secretary. In following up Mr. Morano’s questions, at the present 
time, do you believe that Tito is in complete control of his Communist 
Party, or have you any inclination that those who are admitted 
Cominform Communists surrounding him are dictating his actions? 

Secretary Duties. That is a very difficult question to answer with 
reference to a foreign country, any foreign country, and particularly 
a Communist foreign country. Perhaps the best thing I can do is 
say that I put that precise question. to former President Auriole who 
was visiting us here, and who was in Yugoslavia himself a few days 
ago for a ‘ather extended visit. He expressed it as his opinion that 
the answer to your question would be yes, in other words, that Tito 
is in control. 

Mrs. Ketry. Is there any significance to the fact that Tito has 
recalled into office those Cominform Communists whom he had for- 
merly ordered into retirement, those who were Soviet sympathizers, 
and in the U. S. S. R. the Titoist Communists have been recalled into 
office ¢ 

Secretary Dues. I didn’t answer your question. I gave you Mr. 
Auriole’s answer. I thought he was a better authority than I was. 
His answer did not include an answer to the precise details that you 
bring up. 

Mrs. Ketiy. Thank you, Mr. Secretary. In regard to Austria, if we 
contemplate any aid there, would that not help Austria to pay the war 
reparations to the U.S. S. R.? 

Secretary Duties. We do not contemplate any aid to Austria, nor 
do we think, as far as we can now judge, that Austria will need any 
external help in meeting her economic obligations to the Soviet Union 
under the treaty. 

You will see that under the treaty Austria gets back important 
resources which have been wholly exploited by the Soviet Union at 
the present time. The Soviet Union has been getting about 3 million 
tons of oil from Austria. Under the new arrangement Austria will 
have to give the equivalent of a million tons, but she will retain for 
herself a considerable part of the oil output; the same as to other 
resources there. Whereas, when this treaty was first envisaged a few 
years ago, it was felt that the United States would probably have to 
advance to Austria funds to buy her economic liberation. We now 
think the economic improvement is such and that the improvement 
of the treaty terms is such that Austria will be able to meet the treaty 
terms without any economic aid from the United States. 

Mrs. Ketiy. Thank you, Mr. Secretary. 

Chairman Ricwarps. Mr. Adair. 

Mr. Aparr. Mr. Chairman. Mr. Secretary 

Chairman Ricuarps. Pardon me, Mr. Adair. Mr. Secretary you 
will note Mr. Vorys has distributed this background material referring 
to you. Weare going to read it very carefully to find out who you are. 
Mr. Adair. 

Mr. Vorys. The pictures are for those who can’t read very well. 

Mr. Apatr. Many people in this country who can see some reason 
for continuing assistance to those nations which are openly and avow- 
edly friendly to us, have difficulty in going along that path with respect 
to nations which are cool or exhibit what we call neutralism. 
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Would you care to comment upon that subject, that is, our assistance 
to those countries which say they are neutral in this world struggle, 
a nation such as India, for example ¢ 

Secretary Duttes. Yes; that would apply to India. It would apply 
also to Yugoslavia, which we have been speaking about. 

I would say this, sir, that when we work out this program of aid 
we try to do it not necessarily upon a basis of the giving of a reward 
to certain countries who do what we want to have them do. If we 
were doing it on that basis, it would be quite a different recommenda- 
tion made here. We do it on the basis of trying to help situations 
which in turn we think help us. Sometimes we get help even from 
people who are not themselves wholly in agreement with us. 

In the case of Yugoslavia, which we have spoken of, there is a 
government which is in a form of communism. We don’t like its 
internal administration in many respects. We would prefer it if 
it were capitalistic. But, nevertheless, it does exert an independence 
and an independent influence which we think is beneficial, having 
regard to the whole situation. 

The same way with regard to India. India, while we disagree 
with its foreign policies very considerably, nevertheless, is following 
domestically an independent course and attempting to demonstrate 
that it is possible to improve the economy of what is the second largest 
population unit in Asia, second only to Communist China, that it 
is possible to develop there an economy by other than Communist 
methods which will produce better results than communism does. 

We believe it is helpful to the whole world-wide scheme of things 
if that demonstration succeeds. While just as we would like to 
have things different in Yugoslavia, and indeed many other countries 
that we help, which are imperfect in many respects, nevertheless thie 
target that we have, the thing that we keep our eye on all the time 
is, is this going to help the worldwide defeat of international 
communism ¢ 

We believe that what we plan in the case of India will have that 
effect. That doesn’t mean, as I say, that we give it as a reward for 
what India has done, because in the international field we don’t agree 
with India’s policies in many respects. We don’t believe this policy 
of neutrality is a sound policy, that in many respects neutrality is an 
immoral policy because it goes contrary to the basic principle of the 
Golden Rule, that we should help others as we would that others 
help us. 

We believe that principle applies, indeed, that is the principle that 
is the basis of the mutual-security program that we have here. We 
are sorry that everybody doesn’t share that point of view. Never- 
theless, it would be shortsighted, I think, not to help in the develop- 
ment of this plan of India, to demonstrate the capability of a free 
society as against the neighboring society of Communist China. 

I want to assure you that domestically India is strongly anti- 
Communist. Nehru waged a very, very bitter and very successful 
campaign domestically against the Communists. There are more 
Communists in jail in India than in any other country in the world. 
Domestically, they follow a thoroughly sound course, and we believe 
that it is important and helpful to see their 5-year plan succeed, 
because if it does succeed, it will hold that whole area as against 
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communism. If it fails, it will give communism a new prestige and 
new authority and new attraction in the area. 

Mr. Apatr. Mr. Secretary, you touched upon the thing that has 
been in my mind. We like to refer to this, as we properly do, as the 
Mutual Security Act, which I think means mutuality, or ought to 
mean that not only on our part but on the part of the other nations 
that are involved as well. 

In recent years we have stressed that element of mutuality as these 
bills were being considered. 

Therefore the final question along that line: India would fall 
within those countries which would be eligible under the $200 million 
item, to which you have previously made reference; am I correct 
in that? 

Secretary Duties. Yes. 

Mr. Aparr. Would any of that be available for economic aid ¢ 

Secretary Duties. That is entirely economic. 

Mr. Apair. Thank you. 

Chairman Ricwarps. My. Jarman. 

Mr. Jarman. Mr. Chairman. Mr. Secretary, I would like to join 
in the tribute to your very fine statement today. I have been particu- 
larly interested in the technical-assistance program. I am very glad 
to see that you plan a gradual expansion of the program. 

I wanted to ask what evidence we have that the Soviet is conducting 
a similar or a comparable program of technical assistance in some of 
the underdeveloped areas ? 

Secretary Duties. There is evidence of that particularly in Asia. 
The fact that it is in Asia is a demonstration of the point made in 
reference to this program. Our influence is thrown upon Asia in the 
same way that the Soviet influence is thrown upon Asia. They are 
doing quite a bit, actually, along that order in Afghanistan at the 
moment. They have submitted plans at least for a large steel mill in 
India. When I was in Bangkok, I noticed advertisements in the 
papers indicating that various types of technical stuff and machine 
tools and the like could be obtained from Russia. The only evidence 
that I had was what was in the newspapers. It, at least, indicates 
they are holding out hopes of that sort. 

There is, of course, a very large exchange of students, and the 
like, going on. One of the most disturbing aspects perhaps of the 
whole Asian situation is the fact that the future technicians are going 
to the schools in the Soviet zone in increasing degrees and to a much 
larger extent than I think they are coming to this country. I am not 
sure I am correct on those figures, but I think I am. It is certainly 
true in many of the countries. 

Mr. JARMAN. I understand that since the U. N. came into being we 
have been contributing about 60 percent of the total U. N. fund on 
technical assistance, and that the plan for the next fiscal year is to 
reduce that to about 50 percent, or a little over $15 million. 

What share has the Soviet been contributing to that U. N. fund, Mr. 
Secretary ¢ | 

Secretary Dunes. My recollection is that she has put in 4 million 
rubles, which is a little over $1 million. 

Mr, Jarman. Is that for the past fiscal year? 

Secretary Duties. It is for the calendar year. 
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Mr. Jarman. Is there any indication what her participation will be 
in the next year? 

Secretary Duties. Not that I know of. The next pledging con- 
ference hasn’t come up yet. So there is no indication in that respect. 

Mr. Jarman. Thank you, Mr. Secretary. That is all, Mr. Chair- 
man. 

Chairman Ricnarps. Mr. Prouty. 

Mr. Provry. Mr. Chairman. Mr. Secretary, can you anticipate 
the unexpended balances in this program ? 

Secretary Duties. $8.7 billion, of which $100 million will be un- 
obligated. 

Mr. Provry. Do you knew how much will be obligated or allocated 
during the last 3 months of the current fiscal year ? 

Secretary Duties. Under the law it is 25 percent in the last » 
months. The law provides you cannot obligate more than 25 percen 
in the last 2 month. That is to prevent an effort to get it spent just 
before the end of the fiscal year. 

Mr. Proury. There seems to be a growing sentiment that so-called 
economic aid might well be extended on a long-term-loan basis at a 
reasonable rate of interest. Would you care to comment on that ! 

Secretary Duties. I share that view. A considerable amount this 

ar has been put upon a loan basis. I would hope at least that much 
rer be put on a loan basis during the coming fiscal year. I myself 
would like to see more on a loan basis, if we could get the right kind 
of a loan basis. The great difficulty is that the only kind of loan 
which seems to be practical is a somewhat firmer loan than I think 
we could use. 

The kind of thing I would like to see quite generally expanded is a 
situation such that countries who get economic aid from this would 
give some very loose due bill, the effect of which would be that if we 
cet into trouble and if the balance of trade turns against us, then we 
would expect credits with them comparable to those which we have 
given. That is a very difficult thing apparently to find a way of 
expressing in legal terms. The ministers of treasury and budget 
don’t like to deal with a thing as indefinite as that. That is one of 
the difficulties we encounter. I do think we can increasingly, as we 
feel our way in this field, put more and more of it on to at least a 
soft currency basis. 

Chairman Ricnarps. Mr. Selden. 

Mr. Sevpen. Mr. Secretary, I was interested in your statement that 
possibly greater emphasis will be placed on the technical assistance 
program. I feel, and I am sure that others feel, that these programs 
bring us nearer to the goal we seek than do other programs of assist- 
ance, and possibly at a much smaller cost. 

Could you tell us the approximate percentage of the funds that 
are proposed for Asian assistance that will be used for these tech- 
nical assistance programs ? 

Secretary Duties. I am afraid you have me stumped on that one. 
I will produce it for you in just a moment. 

Mr. Setpen. I was interested in that phase of it. I am sure I can 
get those figures later, if you do not have them at this time. 

Chairman Ricuarps. We can get that from other witnesses a little 
later, anyway. 


a re re ernst emer mee — 
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Mr. Sevpen. Mr. Secretary, I do understand from your statement 
that technical assistance programs will probably be increased ¢ 

Secretary Duties. I am told the total amount of technical assist- 
ance for Asia would be $66.5 million. 

Mr. Sevpen. Is that a definite increase / 

Secretary Duuies. Yes. 

Chairman RicHarps. Mr. Bentley. 

Mr. BentLey. Mr. Secretary, we have had a form of mutual se- 
curity, foreign aid programs before this C ongress for a good many 
years, long before I came to Congress. 

One question that I am asked - very frequently is: Is this the same 
type of program that we had 4, 5, and 6 years ago, or with the excep- 
tion of amounts, have there been other changes 1 in the program from 
when it started out ¢ 

Secretary Dunies. It has gone through many important changes. 
The first thing that you might perhaps call a program of this sort was 
the $3.75 billion loan to Britain. It was made in 1946. That turned 
out not to be a very successful operation, because it was designed to 
bring about the unfreezing of currencies. 

The next aspect of it was the so-called Marshall plan, the European 
recovery program, which was designed to rebuild and get operating 
again the industrial plan of Europe, which had been disorganized and 
to some extent destroyed by the war. That was the primary emphasis 
at that time. 

Then, after 1950, with the war in Korea, the emphasis shifted to the 
itilitary aspects and the building up of a greater military establish- 
nent. Up to thet time it had been assumed that the primary problems 
were economic and that the military was not so essential. But the 
sttack in Korea aroused the people to the military danger again, so 
there was a shift toward the military assistance type of aid. That has 
cominated the scene until the present time. 

As I pointed out here, approximately 75 percent of the entire pro- 
gram is for direct military aid or defense support. It has now been 
possible to shift the economic support very largely from Europe, which 
is in pretty good economic shape, and to concentrate more upon Asia, 
where the tug of battle is most tense at the present time. 

it has gone through these transformations which I have outlined. 

Mr. Benriey. Let me ask the question this way: Would you say 
with the exception of those instances that you have mentioned, those 
developments and the difference in the amounts from what it originally 
was, that the program is not basically otherwise changed from when 
it was initiated, the purposes behind the program 4 

Secretary Deturs. The purposes behind the program have remained 
pretty constant, As the program has accomplished results in one area 
the emphasis has been shifted to another. But, basically, the spirit 
and the purpose is much the same. 

Mr. Bentiey. If I can have one more question—— 

Chairman Ricwarps. Please excuse the interruption. Some mem- 
bers have to go to answer their names. (Go ahead, Mr. Bentley. 

Mr. Bentiey. Mr. Secretary, we have done a great deal by this 
legislation to build up the economic and political strength of the free 
world. Are weas a Government doing anything to build up the moral 
and spiritual strength of the people that we are interested in helping ? 
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Secretary Duutrs. I would say that a great deal has been done, al- 
though that particular type of activity, I think, is more conducted by 
private persons than by government. I think you would agree prop- 
erly so. 

T hese spiritual and intellectual activities of the free society are pri- 
marily in the custody of private institutions, private individuals, edu- 
cational institutions, and the like. I should say they have made a very 
large contribution. The mien has, I think, allowed them to 
take the primacy in this field. 

A good deal is done in the USIS, the Information Service, and 
things of that sort. Our information services are very greatly used. 
I was struck in Vienna by the fact that the Soviet Union had an infor- 
mation library. Ours is almost in constant use and theirs is practically 
empty. They have a building but few people go in. In that way, 
we have done a considerable amount. 

I would say the greatest contribution in that field has been made by 
private institutions and private people. 

Chairman Ricuarps. Mr. Pilcher ? 

Mr. Pitcuer. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Williams? 

Mr. WiuutaMs. Mr. Secretary, I wonder if you could state whether 
you feel our policies at this point are gaining for the United States 
increasing respect throughout the world, or, to put it another way; are 
friends of American policies i increasing, decreasing, or is it static? 

Secretary Duties. That is a very pertinent question, a very difficult 
question to answer. I would have no doubt myself but what there is 
basically an increasing respect for United States policy. Oftentimes 
there is a superficial manifestation of impatience with policies. Each 
country would like us to play favorites, as long as they are the favorite. 

I had a little talk to the NATO Council about our Far Eastern poli- 
cies, Which are always under considerable criticism in Europe. 

I said to the members of the NATO Council, “You seem to like the 
United States when you see it in Europe. You like our policies of 
backing freedom, of. seeking collective security, being loyal to our 
friends and allies, but,” I said, “you don’t like it when we demonstrate 
those same qualities in Asia. You would like us to be one thing in 
Europe for the benefit of Europe but something else in Asia.” 

I said, “You have to recognize the fact that we don’t have a dual 
pn that these qualities that you like and respect when you 
vecame the beneficiary of them in Europe are exactly the same qualities 
that we are going to demonstrate all over the world.” 

As I say, in many countries they would like to be the sole beneficiary 
of those qualities that we exhibit. They like us to defend freedom 
when it is their freedom. They like us to be loyal to our allies as long 
as they are the ally we are loyal to. They like us to give economic and 
military aid as long as we give it tothem. They would like to have us 
play favorites. When you don’t play favorites, nobody is quite happy. 
But in the end, basically, they respect you for that. 

I think underlying much of the superficial criticism that you read 
«bout and is picked up in the press, that you find increasing respect for 
the recognition of the fact that we are guided by certain basic princi- 
ples, that we are doing things because we believe in them, that we be- 
lieve in them for Europe, but that we believe in them for Asia and 
other parts of the world. 
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| would say that while I cannot guarantee day-to-day popularity, 
a Gallup poll and what it would show, I am sure there is increasing 
respect for our American policy. 

Chairman Ricuarps. Mr. Hays of Ohio. 

Mr. Hays of Ohio. I am sorry, Mr. Secretary, that I didn’t get to 
hear all of your presentation. I had plane trouble and was late getting 
here. There is one question, in view of what your prepared statement 
says about Austria, that I wonder if you would care to comment on. 

T was reading last week an editorial by one of the big newspaper 
chains. It said that over the past 10 years America has put $1 
billion into Austria and the Soviets have taken $1 billion out and 
that we have signed a treaty to permit them to take out another $1 
hillion in the next 10 years, and guess who puts it in / 

| am stating what the paper said. I would like for you to comment 
on it. It was circulated widely in Ohio. TI will hear about it, I know. 

Secretary Dubies. I explained in answer to a question put in your 
absence, Congressman, that the amount which Austria is paying for the 
liberation of its economy is certain deliveries in kind of $150 million. 
It is ealeulated by the United States that now the economy of Austria 
sin such shape that she can pay that without any economic assistance 
from the United States at all. 

I gave as an illustration the petroleum. where they will have to give 
1 million tons a year to the Soviet Union. The Soviet Union had 
been getting 3 million tons a year up to the present time. 

When these economic clauses were first drafted, which was I think 
back in 1947 or thereabouts, it was expected that the United States 
would have to largely pay for the economic liberation of Austria. 
We now calculate that will not be necessary, and there are no plans 
at all for any economic aid to Austria. 

Mr. Hays of Ohio. Thank you. 

Chairman Ricwarps. Mr. Secretary, I just want to say again that 
the absence of the members here is due entirely to a rolleall. Some of 
them will be coming back. We are just about finished today. 

I wanted to ask you this question: As I understand it, the proposed 
unendments to the Mutual Security Act of 1954 take out some word- 
ing in the bill, in last year’s bill, which Congress put in, saying that 
military aid would go to the EDC, or to those who had ratified the EDC 
Treaty and had joined together in some other plan of cooperation. 

You don’t think it would be a good thing to keep that language 
in the bill, I understand, on account of NATO? 

Secretary Dunes. You are referring with modesty to what is often 
known as the Richards amendment ? 

Chairman RicHarps. Some people have so designated it. You 

think that should be taken out ? 
_ Secretary Duties. Let me say I think that amendment has served 
its purpose at the present time, in that there has been brought about 
not the EDC itself but a very close support for the EDC, the so-called 
Western European Union. The purpose that was sought to be achieved 
by that amendment, and I am quite prepared to say I think that your 
amendment helped to achieve it, has been achieved and therefore I 
elieve this language is no longer appropriate. 

Chairman Ricnarps. I am inclined to agree with that, Mr. Secre- 
tary. I just wanted to get your opinion on the record. 
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In some respects, as I see it, the organization, the cohesive military 
organization you have there now is even better than the EDC pro- 
posal because it gets the commitment of British troops to the conti- 
nent. 

Secretary Duties. You have a commitment which is substantially 
irrevocable of approximately five British divisions to the continent. 
That was not in the EDC. 

I would say from a military standpoint that I believe the setup 
now under the Western European Union, plus the new arrangements 
of integration effected through the NATO organization, is as good 
as what was contemplated by the EDC. There were some so-called 
supernational European institutions in the EDC which are not in 
the Western European Union, although it does have some super- 
national aspects. Those, however, will continue to be pursued. | 
think the military integration, which was the primary objective of 
the Richards amendment, has been accomplished. 

Chairman Ricuarps. There is just one other qos before I call 
on Mr. Chiperfield. At this point, Mr. Vorys has suggested that I 
present you with the committee report on the Foreign Claims Settle- 
ment Act, which we have been considering here for 2 or 3 weeks, one 
of the toughest bills we have had. We have some money that is under 
the control of the Government which the adminstration wants to use 
to meet the claims of our nationals who have suffered damages in for- 
eign countries. It would be a mere pittance. 

I just wanted to call to your attention at the suggestion of Mr. 
Vorys, that we found in our deliberations on this bill that the treaties 
that were made between this country and the satellite countries, in 
which they obligated themselves to compensate our citizens, have 
been repudiated. This is just one piece of evidence as to how sacred 
they consider a treaty or contract. 

With our compliments, I will present you with this report. 

Secretary Duties. Shall I pass it to Mr. Molotov ? 

Mr. Vorys. I believe that our committee, after laboring as we did 
on this claims settlement bill, realizes that the important thing was 
that this isn’t what it is called at all. This doesn’t settle the claims of 
about 9,000 American citizens, adding up to over a half billion dollars, 
against the Soviets and the satellites. The committee unanimously 
wrote a paragraph in there where the matter would be taken to the 
Summit. We wondered how we could get word to anybody to have 
this taken to the Summit. We respectfully call your attention to, I 
think, page 5 of the report on the section on unsettled claims, which is 
a matter that Congress cannot attend to but 

Chairman Ricwarps. And suggests that you keep pressure up on 
that. Thank you, Mr. Vorys. 

I just wanted to say that the Secretary has to be at the White House 
at 12:45. Mr. Chiperfield has one question. 

Mr. Currerrtetp. The press has called attention to the fact that 
the French Minister has announced the dates of July 18 to 21 for a 
conference. I was going to ask vou if that wasn’t too short a time. 
Then I noticed that the President's secretary. Mr. Hagerty, says that 
July 18 to 21 is but one of a series of dates being considered. 
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If you have hope after these first dates, don’t you think that is a 
sensible approach, to have another series of meetings to get it done? 

Secretary Duties. Yes. It is contemplated, Mr. Chiperfiel, that 
this first meeting will be primarily a meeting to set up a series of 
meetings. The heads of government themselves, including the Presi- 
dent of the United States, cannot engage himself to be a negotiator 
and study all these things. That is what he has other people for, 
including the Secretary of State. This will be primarily for proce- 
dural purposes. It will move on from there. 

As the President said the other night, this meeting is not an end 
but a beginning. Only on that basis could it be held so soon. This 
announcement that came from Paris is premature and inaccurate, be- 
cause there has been no agreement yet even among the three invited 
powers, much less the Soviet Union. 

Chairman Ricwarps. Thank you, Mr. Secretary, for your very im- 
pressive testimony. I want to announce that the committee will meet 
again at 10:30 in the morning and will hear Mr. Hensel. 

(Whereupon, at 12:35 p. m., the committee adjourned.) 
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THURSDAY, MAY 26, 1955 


Houser or REPRESENTATIVES, 
ComMiTree or Foreign AFrairs, 
Washington, D. C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10: 43 a. m., the Honorable James P. Richards (chairman), 
presiding. 

Chairman Ricuarps. The committee will come to order. We will 
proceed with hearings on the Mutual Security Act of 1955. 

We are glad to have with us this morning the Honorable H. Struve 
Hensel, Assistant Secretary of Defense, who handles international 
security affairs. 

Mr. Hensel will be ‘before us for a time in open session, and no 
doubt we will hear him later in executive session. Mr. Hensel, we 
are glad to have you here. Will you proceed ? 

Mr. CuatHam. May I interrupt? I would like to say that I served 
awhile in the Navy with Mr. Faonsal. He is not only one of the 
most distinguished lawyers but one of the most distinguished citizens 
of our country. 

Mr. Forrestal brought him down here and he completely did over 
the Navy legal system during the war. He gave up his practice at 
a great sacrifice. This administration brought him back. I think 
we are so lucky to have a man of this type in this administration. 

I have known him for many years and have admired him extrava- 
gantly. This administration has done a fine thing in bringing him 
back, 

Chairman Ricwarps. Tagree with that. You areslightly prejudiced 
because he was in the Navy, I imagine. 

Will you proceed ? 


STATEMENT OF HON. H. STRUVE HENSEL, ASSISTANT SECRETARY 


FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. Henser, Mr. Chairman and members of the committee, I am 
very happy to have this opportunity to appear before you and testify 
in support of the military aspects of the fiscal year 1956 mutual- 
Security program. 

As you are aware, the request for new funds for military assistance 
for fiscal year 1956 amounts to $1.4 billion. In addition, $317 million 
is being requested for direet-forces support. ' 

Before discussing the nature and scope of the authorization request. 
for MDAP for fiseal year 1956 which I desire to present for your 
consideration, I should like to outline the saa which we, in 
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the Department of Defense, believe should furnish the guidelines for 
our MDA programs. It is our belief that MDAP is justifiable as 
an activity and expenditure in support of our own national security— 
not as an aid or giveaway program. It is further our belief that this 
authorization request presentation can and should be tested by such 
standards. 

In brief, our foreign policy has been and is directed toward main- 
taining our security not through reliance on our strength alone but 
rather through marshaling the collective strength of the friendly na- 
tions we call the free world into a defensive alliance or series of 
alliances. MDAP, in our opinion, is one form of support—in con- 
junction with many other forms—which we can and should furnish 
to such alliances—to defend ourselves as an ally of the free world. 
If we do not intend to support our alliances, we must reconsider our 
foreign policy because, without our fullest support, the alliances will 
not remain firm. 

If permitted, I would like to develop that thought in a little more 
detail, 

The basic objective of United States foreign policy since the end 
of World War IT has been to insure United States security while 
maintaining our free institutions, our solvency, and our democratic 
Government. We are preparing ourselves to fight only if, as and 
when the threat to our security reaches the point where war is the 
only acceptable alternative. We are also seeking to prevent war by 
reducing the effectiveness of the aggressive threats against ourselves 
and the rest of the free world. We believe that if we can make it clear 
to the aggressors that the free world will stand together and has 
acquired a cohesive ability to defend itself, there will be no war. 

As a means of attaining such basic objectives and as a supplement 
to our own military forces, which are costing us approximately $35 
billion per year, we have sought collective strength for the free world 
through multiple alliances with the nations which share our interests 
and purposes. We have backed such alliances with military and 
economic aid and political support. 

I assume I do not have to prove that we have made many alliances. 
We are members of a series of multiple alliances, such as the North 
Atlantic Treaty Organization, the Rio Pact, and the Southeast Asia 
Treaty. In addition, we have signed a large number of bilateral 
treaties and agreements, some of which provide for mutual defense, 
for example, the treaties with Formosa, the Philippines, and Japan, 
and others which provide for the mutual creation of economic and 
military strength. I have in mind particularly our many bilateral 
agreements under which the MDA program is carried out. We are 
now protected by a ring of defensive allies. 

This foreign policy is not a partisan political policy. In its essence 
it was started before this administration and in its essence it has been 
continued by this administration. It is both bipartisan and non- 
partisan. It is commonsense. ; 

The signing of an agreement is, however, only a start toward the 
establishment of collective defensive strength. It is the end product 
that counts. A treaty, no matter how formally it is signed, will last 
only so long as the signatories want it to last or, what 1s more impor- 
tant, are able to make it last. Our present job—and MDAP is one 
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of our vehicles—is to turn our mutual promises and aspirations into 
lasting realities. The signing of a treaty is like planting the seed. 
The successful alliance is the resulting tree. It must be cultivated 
and nourished if it is to provide shelter against storm. 

In that mutual effort, each ally must play a part commensurate 
with its capabilities. If we seek collective security, we must support 
collective security. If we are not going to sustain our allies, we never 
should have embarked on the policy of collective security. These 
simple and obvious truths, in my opinion, form the background and 
support for our mutual security expenditures since 1950. The United 
States is doing what it can best do to support its alliances and, in 
turn, expects its allies to do what they can. 

The money we have spent in the creation and maintenance of mili- 
tary strength in the free world territories, outside the continental 
United States, may be split into two categories. In the first category 
are the expenditures to maintain our own troops in a state of readiness 
in foreign countries outside our borders. We support a substantial 
number of our troops and a vast amount of their equipment in Europe. 
We have powerful mobile forces in the Pacific. We have stationed 
groups of military advisers and experts in practically every free world 
capital. The money necessary to support those efforts is authorized 
and appropriated under the Department of Defense budget. 

The second category of expenditures authorized and appropriated 
under the mutual security assistance statutes and budgets—expenses 
for supporting, equipping, and maintaining the yt of our allies— 
is just as much a part of our own security effort as the first category. 
We have not contributed to the military support of England, France, 
and Italy—to name a few of our allies—because in the name of 
Christian charity we wanted to help those countries. Our support 
is given to those countries not as individual unrelated nations but 
as allies in the mutual defense of freedom and security. They sup- 
port us against aggression in time of peace and in time of combat 
we expect them to fight on our side. 

Over the last 514 years we have spent approximately $170 billion 
on our own forces and only $11 billion through MDAP in the 
creation of military strengths among our allies. These expenditures 
on our own forces have averaged $31 billion per year and our alliance 
expenses have averaged only 2 to 21% billion dollars per year, about 
8 percent of our own expense. Out of $11 billion defense alliance 
expenditure, we have placed with our allies approximately $10 billion 
of military equipment. These allies are that much stronger than they 
would have been without our program and that much more able to 
preserve peace and thwart aggression. 

Our support of our allies has been supplemented by large expendi- 
tures by those allies on their own. Admittedly, those allies would 
have made some effort to protect themselves even if we had not helped. 
Yet the task faced by many of them after World War II, with their 
peoples exhausted and their plants destroyed, seemed so hopeless. 
Our material cooperation obviously stimulated greater efforts on 
their part than artian could reasonably have been expected. It 
is estimated that the NATO nations in Europe have spent approxi- 
mately $43 billion from their own budgets in the creation of military 
strength during the same 514 years we were spending $7.8 billion on 
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the NATO alliance. These NATO allies started with annual military 
expenditures of approximately $5 billion in 1949 and have increased 
to over $11 billion per year in 1953. In other words, a total expendi. 
ture of $7.8 billion on our part, of which approximately $7 billion 
went into equipment which 1s still in existence in the hands of those 
NATO allies, has been paralleled by an $11 billion per annum expendi- 
ture from the budgets of those NATO allies themselves. It would 
seem that we have made a good investment in collective security, 

These defense-alliance expenditures are obviously cheaper than 
war. If they can prevent war—and that is the purpose of our pro- 
gram—the money cost of the ounce of prevention is well worth while, 

The war in Korea was a small war. The forces were limited and 
the area of conflict was restricted. Yet it was an expensive war. 
While it is impossible precisely to compute the money cost of a war— 
particularly a restricted war—it seems quite clear that the United 
States military expenditures as a result of the Korean war were in 
the neighborhood of $18 billion. This estimate is based on a calcula- 
tion that the Army paid identifiable Korean war expenses of over 
$16 billion, exclusive of the pay of personnel. It seems rather obvious 
that the Navy and Air Force together must have borne at least 10 
percent of the Korean war costs. As a matter of fact, that is a con- 
servative estimate. Nevertheless, using that approach, we reach 
approximately $18 billion, without considering the pay of our combat 
trocps. 

There are, of course, other burdens of war which cannot readily 
be translated into dollar figures. I have in mind the loss of lives, 
the sufferings of the wounded, the interruptions of family life, the 
disturbance of the education of our youth, the dissipation of our 
material resources, and the inflation in prices which shrink our bank 
accounts. If we are successful in preventing even another Korean 
war, our defense-alliance expenditures, viewed solely as an insurance 
premium, will be very cheap—even though continued for many years 
at the present rate. 

Our alliance expenditures have also created other strengths abroad 
which cannot be measured in dollars. Our allies have progressed from 
what might be called utter helplessness in the modern military sense 
to solid capabilities, first, for the maintenance of internal order, which 
in itself discouraged aggression from within, and, second, for the sub- 
stantial buildup of military strength which could provide resistance 
to aggression from without. It is my opinion that the cohesive 
strengths of these alliances engendered the successful arrangements 
for the Western European Union made at the London and Paris Con- 
ferences in 1954 and the positions taken by our friends against Com- 
munist aggression in the recent Bandung Conference. Our allies know 
that they are not alone or helpless and their actions showed it. 

We can look forward to the future with sanguinity if we sustain our 
efforts at the present high level. For the future, we in the Department 
of Defense have on hand unspent military alliance money in the 
amount of $7 billion. All of this money has been authorized by Con- 
gress and has been programed for expenditure over the next 2 fiscal 
years. All but $100 million should, in our opinion, be obligated, as 
that term is now statutorily defined, by June 30, 1955, assuming all 
required program approvals and allocations. When supplemented 
by the appropriations of our allies, the carrying out of such program 
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will still further increase the military power of the free world. If 
we now discontinue material, as well as moral, support of our allies, 
the only meaning will be that we no longer believe in alliances or 
the concept of collective security but intend to revert to the concept 
of a Fortress America, which is both fanciful and impossible in the 
world of today. 

I believe that we are a realistic people and now is the time for real- 
ism. ‘To sustain our collective alliances, we must be prepared to con- 
tribute our share to those alliances and our share is not limited to the 
maintenance of our own forces. While I look forward to the gradual 
assumption by many of our allies of large portions of the expense of 
maintaining their military strength, I likewise look forward to a 
substantial period during which we will spend large sums of money 
in the replacement of existing equipment and the augmenting of allied 
strength through new equipment—for our security as well as theirs. 

Our problem is not whether to preserve security. We have decided 
that. Our only problem is how best to preserve our security. In sup- 
porting our alliances, we are embarked on a sound course. In the 
abstract, it will cost us money but relatively—relative to the impor- 
tance of mutual security and the drain of war—the cost is economically 
justifiable. 

[ am quite confident that our security could not be better and more 
economically preserved if we spent on our own forces the money we 
ire now spending on allied forces. First, irrespective of costs, we 
could never develop sufficient strength, projected only from our own 
country, to be a satisfactory substitute for allied strength. We need 
our overseas bases and our wall of allies in time of war. Above all, we 
need the cohesive strength of our allies at the conference tables in the 
preservation of peace. 

Second, even if we should try to adopt the unreliable Fortress 
America concept, we could not—and remain solvent—hope to spend 
on our own forces the total amounts which are now being spent by our 
ilhes—that is, in addition to our current military expenses. We can 
buy greater protection of freedom and security through contributions 
to allies than from any additional amount of money spent at home. 
A dollar abroad buys more frontline defense than a dollar spent at 
home and, if this program is properly administered, I believe we can 
stimulate our allies to spend even more from their own budgets. 

It is my belief that we should approach the consideration of the 
mutual security assistance program against the background of our 
belief that a strong free world alliance is the soundest way not only 
to win a war if that should come, but even more important, to prevent 
awar. If we believe in alliances for such purposes, we should support 
them to the best of our capabilities and insist that our allies support 
those alliances in the same manner. 

To do our part, I believe that the mutual security assistance pro- 
gram should be continued with vigor. To do otherwise will be a frank 
confession that, while paying lipservice in our foreign policy to the 
concept of collective security, we no longer really believe in it. That, 
in my opinion, would be an unthinkable position to take just when our 
past efforts are bearing so much fruit. 

_ The fiscal year 1956 budget requests for MDA program was fixed at 
31.4 billion as a matter of executive judgment in late November and 
early December 1954. It was not, in the first instance, built up on an 
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item-by-item basis, but was the result of overall judgment taking into 
account a number of factors, some of which were known and some of 
which had to be estimated. One of the estimates, for instance, was 
that $500 million of fiscal year 1954 carry-forward would be lost 
under section 1311. 

We started with the realization that rigid and precise detailed 
planning more than 18 months in advance of expected obligations and 
expenditures had proved to be impracticable. Past experience had 
shown that the many detailed illustrative programs previously pre- 
sented to this Congress were almost always changed, sometimes only 
in minor respects but more often in substance. The world situation 
with which we are trying to deal in this MDA program never remains 
static. It is impossible with any precision to prophesy the future. 
As a result, no matter how carefully and logically detailed illustrative 
programs were prepared on a country and item basis, emergencies 
have arisen in the past, and I fear will continue to arise in the future, 
which cause shifts in funds and programs both within the Department 
of Defense and between the Department of Defense programs and the 
programs which fall outside the statutory military assistance cate- 
gory. When such shifts within the military departments and outside 
transfers are considered, together with the reduction in available 
funds as a result of the new but. very desirable definition of “obliga- 
tions,” which will reduce the unobligated funds reappropriated for 
fiseal year 1955 and which appear in section 1311 of Public Law 665 
of the 83d Congress, you can easily appreciate the radical changes 
which had to be made in the previously presented illustrative pro- 
grams, both with respect to fiscal year 1955 and previous years. You 
can also understand why we believed, in view of our pending complete 
review and analysis of the program, that the preparation and presen- 
tation of detailed and rigid illustrative programs for fiscal year 1956 
would be both undesirable and misleading. 

The figure of $1.4 billion, although arrived at originally as a 
judgment figure, has been tested through a series of processes which 
I shall be able to describe in as great detail as you desire in subse- 
quent testimony. As a result of these tests, it is my opinion that 
it can be clearly demonstrated that our overall estimate of $1.4 billion 
for fiscal year 1956 is a conservative figure. 

That concludes the statement I have prepared for the open session. 
1 will be very glad to answer any questions by members of this com- 
mittee. I am prepared to furnish you with the additional details 
regarding our past and proposed MDA programs. However, when 
we get into that, I hope you will permit me to testify in executive 
session. 

We have prepared rather detailed books showing the programs as 
they now exist, how much has been carried out on a dollar- and a 
principal-item basis, and also what remains to be carried out under 
the previous program. 

Chairman Ricwarps. Thank you, Mr. Secretary. The committee 
realizes there are a great many phases of your testimony that 
should come in executive session. We are going to proceed under 
the 5-minute rule. If you feel that any of the questions involve 
matters that should be in executive session, don’t hesitate to say so. 

Mr. Vorys. On that point, we once had during a similar examina- 
tion of the military program an instance where the question itself 
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and the statement that it had to be answered in executive session was 
quite revealing. I wonder if it would be helpful to go into executive 
session for the purpose of questioning Mr. Hensel. 

Chairman Ricnarps. There are some matters about carryover, and 
things like that, that everybody has talked about and which have 
been in the papers. There has been a good bit of information given 
on it. I want to go around the committee, anyway. Maybe there are 
some things that can be brought out here that should be brought out. 
Mr. Chiperfield. 

Mr. Curprrriretp. Mr. Chairman. Mr. Secretary, I, too, want to 
commend you for this very fine statement. The thing that has im- 
pressed me is your frankness. I am also glad that you brought out 
what our allies are doing as well as ourselves, that it isn’t a one-way 
street. 

I, too, agree with my colleague, Mr. Vorys, that we can get at the 
meat of this thing when we are in executive session. Therefore, I will 
not ask any questions. 

Chairman Rrcwarps. Mr. Gordon. 

Mr. Gorpon. Mr. Chairman, I am in agreement with what Mr. 
Chiperfield said, that we will have more of Mr. Hensel later on. I 
also have no questions at this time. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. Mr. Secretary, on this statement that your program 
\as not been built up item by item, and that it is impossible to prophesy 
the future, I assume that will be explained a little more fully later. 

We are up against this sort of proposition: Here is this $7 billion 
that has not been spent. I presume the explanation will be long-lead- 
time items. That has been the previous explanation. Well, you can’t 
have long-lead-time items unless you are prophesying the future on 
those items; isn’t that true? 

Mr. Hensev. That is correct, sir. 

Mr. Vorys. We have always been told that the stuff we ordered on 
long-lead time is going to be useful and available for our own forces 
or other forces even though the diplomatic and political scene should 
change, so that we don’t send the particular jet planes or electronic 
equipment or tanks to the particular country for which it was pro- 
gramed. Is that still true? 

Mr. Henset. Yes, sir. Let me try to answer you this way, Mr. 
Vorys: Our approach takes into consideration the fact that we have 
this large unexpended balance which exceeds $7 billion, which we are 
now analyzing and reviewing carefully de novo, as if we had never 
had any preconceived notions. I shall explain that in great detail, as 
to what we are doing to complete that analysis. 

Our best military opinion is still that all of that is needed, but we 
are still going ahead and subjecting it to a critical review and asking 
questions about all the items. That is not finished. When we esti- 
mated our $1.4 billion, we checked it against known needs for which 
no provision had been made. I can show you our known needs that we 
believe will come true in fiscal 1956 for which we will have to make 
either obligations or expenditures, because some of the needs, like 
packaging, crating, and administrative expenses, are financed, obli- 
gated, and paid for currently within the fiscal year, and account for 
much more than the $1.4 billion. So, the $1.4 billion, I believe I will 
be able to show you, is a conservative figure, and takes into account 














36 MUTUAL SECURITY ACT OF 1955 


the huge backlog and just what we know of the future, and tries not 
to look too far ahead. As a matter of fact, we have known needs that 
we identify years ahead which are much greater than the $1.4 billion 
here being requested. 

Mr. Vorys. Your statement here brings me back to a thought that, 
as you know, I have held for sometime, and that is, that it would be far 
more realistic if our committee authorized deliveries for the fiscal 
year, the coming fiscal year, rather than manufacturing, processing, 
procuring for years way in the future. 

In that way, this committee wouldn’t have to go into the lead-time 
business, but we could hear about the stuff that you want to deliver 
and the training that you want to carry forward in fiscal 1956, the next 
fiscal year. That would be a far more realistic way for us to go 
about it than this present system where we are dealing with dim and 
distant futures. What would you think about that? 

Mr. Hensev. I can assure you that you would make my job of pre- 
sentation much simpler. I think we would have to work out some- 
thing like the old-time authority to obligate, which I remember when 
I first came in the Navy was that you had an authority to contract 
and you didn’t get the money until you really needed it. 

One of our difficulties with these long-lead-time items—when I men- 
tion a “long-lead-time item,” I am talking about an item that is not 
produced within a year and sometimes the lead-time runs up to as 
much as 3 to 4 years—has been that we didn’t need to have all this 
money on hand. I am sure that I would sleep more easily at night 
not continually thinking about the bank account. Then we could 
devote ourselves to just what we planned to do in the coming year in 
the way of actual deliveries, 

Mr. Vorys. If what you have stated about the program is true, that 
the stuff you order is stuff that would be useful, anyhow. It could be 
procured under the legislative authority now existing for our own 
armed services, and then all we would be doing around this table 
would be examining the stuff that you intend to deliver in 1956, the 
training you intend to carry on in 1956. Therefore, you wouldn't 
need this special authorization of appropriations, and you wouldn’t 
get into this jam that we are in this year again, where this appropri- 
ation is going to be low man on the totem pole. 

Many Members of Congress are going to try to balance their own 
voting budget on this bill. We could avoid that, it seems to me, if 
we would approach this in the way I suggest. 

Mr. Henset. I think, as you hear my detailed presentation, I have 
come somewhat along the line toward your point of view, as much as 
I think we could under the present system. 

Chairman Ricuarps. Dr. Morgan. 

Mr. Morean. Mr. Secretary, I think it is a very fine statement. | 
am going to reserve my time to ask my questions In executive session. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bouron. Thank you, Mr. Chairman. My question has more 
to do with the principle of what we are doing than anything definite. 
Would it be right to believe that your sense of our obligation to our- 
selves and our allies for these next years is to maintain strength, un- 
equivocal strength, so that in our dealings with a possible unfriendly 
country and system we would lead from strength? 
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Mr. Hensev. That is quite correct. I have very much in mind the 
conference table. I believe that we are now seeing the results of this 
policy that has been carried on for a great number of years. I would 
hate very much, just when it is bearing fruit, to cut it down. 

Mrs. Botron. Thank you very much. 

Chairman Ricuarps. Mr. Chatham. 

Mr. CuatHam. We have had 2 splendid statements in 2 days. 
There are some figures in this statement I didn’t know about, relating 
to our own expenditures and those of our allies, which will be very 
useful on the floor and in our home constituencies. 

Mr. Dulles said yesterday, “Of this amount—he is speaking of the 
$3,530,000,000—approximately one-half or $1,717,200,000 is intended 
to be used directly to maintain and build up the military forces of 
allies.” There seems to be a difference there-—— 

Mr. Hensev. Probably I rushed over that too quickly in the begin- 
ning. Previously, military assistance related to military hard goods, 
tanks, weapons, ammunition, and training. There has been another 
item added called the “direct forces support,” which deals with what 
you might call soft goods, uniforms, petroleum, oil, lubricants, and 
the like. It has been and still is dealt with by FOA. It is really a 
part of the military program, although it was never administered in 
the Department of Defense. 

The $1.4 billion gets up to the $1.7 billion you have quoted by adding 
$317 million for these soft goods, this direct forces support. Those 
estimates for the future have been made under the supervision and 
direction of FOA. I think they should testify on that subject. 

Under the present plan of the President, however, the administra- 
tion of that program will come after July 1 under the Department of 
Defense. So that when Mr. Dulles added the two together, he was 
speaking after July 1 rather than as of the present moment. 

Mr. CuatHam. One more question, Mr. Chairman. I asked this 
question of Mr. Dulles yesterday: I do not understand yet why this 
$1.4 billion, or this $1.7 billion should not be in the Defense budget 
instead of in the foreign aid budget. 

In the first place, it is easier to put a defense budget through this 
Congress than it is a foreign-aid budget. It is always easier to put 
an Armed Forces bill through. There are never the questions that 
there are here. That would leave this foreign-aid budget in the 
position where there would not be any question whatever. It seems 
to me it should be there. 

Mr. Henset. I think there is much to be said for that position. I 

think the present method of presentation is somewhat historical. 
_ You know, it always takes time to change things once we have gotten 
into the habit of doing it. At the same time this does have a bear- 
ing on our foreign policy. It is in support of our foreign policy. 
Therefore, I think it is worthwhile to explain fully to the committee 
that we are dealing with just what the pluses and minuses of this pro- 
gram are with respect to foreign policy, and whether then you should 
go into the details of just how much money is spent, I will have to leave 
to your discretion. 

I think it could well be handled from the money angle in the defense 
budget, because, as I have tried to outline, in my opinion, it is for our 
defense, that if it isn’t for our defense, it isn’t then justifiable. 

Mr. Cuatnam. Thank you, Mr. Secretary. 
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Chairman Ricwarps. Mr. Merrow. 

Mr. Merrow. Mr. Chairman, I want to join my colleagues in say- 
ing that we are glad to have with us the Secretary and appreciate the 
excellent statement that he has given. 

You have referred to a $1.4 billion for the fiscal year as a conserva- 
tive figure. Do you regard that as the minimum figure that is essen- 
tial for the carrying out of our policies, perhaps the absolute mini- 
mum ¢ 

Mr. Henseu. I always hestitate to be that categorical about any- 
thing, to say it isthe absolute minimum. I think it is a fair minimum. 
I think I will be able to show you needs that far exceed that figure, 
that we know are coming in the future, and I think I will be able 
to show you that we have tried to trim everything down on the assump- 
tion that you are going to be here the following year, and that we can 
come up and ask for more money if we need it. 

I don’t want to ask for everything we see we will need in the future. 
I feel that Congress is going to be here, and we should try to keep 
everything down as much as we can to what we see we need in the 
coming year. I want to work off this backlog. There isn’t any doubt 
that the backlog today is too big. I would feel much more competent 
if we had a backlog of 18 months’ expenditures. That might pinch 
us a little bit on some of the long lead-time items, but I think we would 
operate better if we had a certain amount of pinch. I would hate to 
get down much under 18 months. 

Mr. Merrow. In your statement you said you look forward to the 
gradual assumption by many of our allies of large portions of the 
expense of maintaining military strength. Do you find that there 
is a growing spirit of cooperation on the part of our allies in carrying 
out these objectives we have decided upon ? 

Mr. Hensev. I do. I don’t mean to say the picture is completely 
in one direction. I think in some places you will find doubts as to 
precisely what we want to accomplish, and in some cases where the 
allies have some reservations as to whether our plans are absolutely 
the best. 

But, in general, I believe that our allies with very few exceptions, 
are spending all they can afford to spend on their defense. 

I can give you, for the record, percentages of gross national product 
being spent by the various nations on their defense budget. I think 
you will agree that we have some that are overstraining themselves 
to meet these programs, and that most of them are delivering a very, 
very full measure. 

Mr. Merrow. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Hensel, you have over $7 billion carryover. 

Mr. Hensev. Unexpended today. 

Chairman Ricuarps. That will take care of everything you could 
probably spend in this foreign-aid program for the fiscal year 1956 
and the fiscal year 1957. You will spend about $3.5 billion in each 
one of those years. That is about all you can digest, isn’t it? 

Mr. Hensext. That would be about right. We might get it up a 
little bit. I think it is possible for the countries to take a bit more 
than what we have been delivering to them. 

Chairman Ricnwarps. We are authorizing here and in effect putting 
stuff in the pipeline for the fiscal year 1958 ? 
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Mr. Henset. Not entirely, sir. First of all, you have to remember, 
as 1 will give you in detail, there are certain expenditures that you 
fund currently. Let’s as an example cso administration. That is 
obligated and ‘paid for in the current year. We don’t have any carry- 
for “ward in that. We have a large aie of expenditures which I 
call operating expenses. 

Chairman ‘Ricuarps. That is chicken feed, isn’t it 

Mr. Hensev. No; it runs into hundreds of millions of dollars. You 
have infrastructure. You have the entire training program. You 
have your packaging, crating, handling and transportation, which is 
getting the stuff that you have already : appropriated for to them this 
vear. You have spare parts and maintenance. 1 will give it to you 
in detail. I don’t know that you would want to break it down right 
now. Itis 2m chicken feed. It is very substantial. 

Chairman Ricuarps. We will go into that a little later on. You 
wouldn't say that amounted to over a tenth of it, would you? 

Mr. Hensex. Yes, sir. 

Chairman Ricnarps. Have you a percentage of what that would 
amount to? 

Mr. Henset. I will show it to you as I talk. Roughly, it looks like 
it accounts for about 60 percent—— 

Chairman RicHarps. Wait a minute. What would account for 60 
percent 

Mr. Hensev. Administrative expenses, maintenance, and spare 
parts, training, packaging, crating and handling, support of inter- 
national headquarters and infrastructure. 

Chairman Ricuarps. That would be—— 

Mr. Hensev. That is committed, obligated, and spent in the year. 

Chairman Ricrarps. In fiscal 1956 ¢ 

Mr. Hensex. In fiscal 1956, sir. To take that out of another pro 
gram would just mean slashing the other program. 

Chairman Ricuarps. That means you couldn’t divide 1956° and 
1957 in half because you spend more of that $7 billion in 1956. The 
estimate I have seen is that it would be about half and half. 

Mr. Hensev. Our difficulty is that when you say that you know of a 
little over $7 billion on hand and you only expect to spend $3 billion 
to $3.5 billion in each of the years, therefore you have enough money, 
that fails to take into account that that $7 billion is progr: ‘amed for, 
and by the end of this year most of which will be obligated for entirely 
different items. 

If I had to then turn around and use a part of that $7 billion to pay 
for these operating expenses in the fiscal year 1956, I would have to 
eancel contracts. 1 would run into contract losses and would have to 
drop programs. 

I can show you, I believe, that the $1.4 billion is covered several 
times over by items, first, that I would feel absolutely have to be spent 
in 1956. Our only alternative is that you authorize new money for 
that or I take it out of existing programs and obligations and slash 
them. 

Chairman Ricuarps. I don’t want to take longer than my 5 minutes. 
What is the use of spending any of this money >? What is the use to 
authorize any more when you have $7 billion and you have a Big Four 
conference that is coming on and which will settle everything with 
Mr. Menon going to China, and with Chou En-Lai going to an 
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alumni association meeting? I don’t believe if you are asking for this 
money you have much faith in these proposals. 

Mr. Hensex. On the contrary, I had rather carefully avoided the 
significance of the Four Power conference. If you want to arm our 
conferees with real power at that conference table, maybe you ought 
to double this appropriation. 

Chairman Ricuarps. From a position of strength? 

Mr. Henset. From a position of strength. 

Mr. Chairman, let me again emphasize the fact we have been con- 
tinuing this program without seeing concrete results perhaps until 
very recently. I was at the London and the Paris Conference. I was 
at the Bangkok Conference. I only read about the Bandung Con- 
ference. I believe that what happened at those conferences was pro- 
duced right around this table over many years. The way our friends 
stood with us and stood up and were counted at Bandung was very 
impressive. 

Schanan Ricuarps. I am glad to hear you say that, because I agree 
with you. Even though the dove of peace is around this table today, 
you don’t think it is flying all around the world? 

Mr. Henset. I think there may well be a dove of peace, but I think 
this is the way you hatch it. 

Chairman Ricuarps. There is a dove of peace all right, but I am 
talking about where it is flying. 

Mr. Burleson. 

Mr. Burueson. No questions. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. Mr. Secretary, I particularly 
want to commend you for your forthrightness on page 5 in frankly 
abandoning, as you say, the presentation of rigid and precise detailed 
planning more than 18 months in advance. We have protested that 
year after year, because every year we found that as soon as they got 
the money on the basis of programs presented to us, the progiams im- 
mediately were revised, sometimes beyond recognition. Your forth- 
rightness will increase our confidence rather than increase our suspi- 
cion, as the previous pretenses always did. 

What it almost amounts to, in a sense, is that you will hereafter 
ask us to give you essentially a blank check, and the way we can 
exercise control is the knowledge in your Department that when you 
come in the next year you will be put on the pan as to how the money 
was spent that we gave you. I think that is a far better way to do it. 

Mr. Hensev. I have made a start in that direction. I think when 
you get a chance to look through this presentation book, you will see 
instead of illustrative programs an effort to account to you for the 
money that you have given us, showing you what we have spent it for 
and what it is programed for. 

I welcome any questions or criticisms you want to make of the 
program. I want to tell you in advance that I approached the pro- 
gram with skepticism, not because it is necessarily justified by things 
I have found, but I think the only way you can examine a program 
is to approach it with skepticism. 

I want you to run:down that. ‘We have it now for the first time 
on an item and country basis. When'I say “item” I am talking about 
a principal item basis, because to get it to you on a complete item basis 
would lead you through several thousand items: We have selected 
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about 100 items for each service, which accounts for about 75 percent 
of the money, and then on a category basis for the rest of it. 

Mr. Jupp. [ again want to express my commendation, because your 
presentation is like a breath of fresh air. I think it will not only help 
ihe program in the committee but will also help it in the Congress. 
It makes everything more understandable. It is more in line with 
proper practices. : iy 

When you call a doctor in to operate on a difficult case, neither he nor 
you can possibly foresee all the complications, but he prepares for 
them. ‘Then you keep him on or let him go on the basis of whether 
the patient recovers from the operation, not on what he told you he 
would do before he opened the person up. 

On this perennial long lead-time problem which you were dis- 
cussing with Mr. Vorys, the way I see it is this: We would like to have 
only one outfit, namely, the Department of Defense, struggling with 
these long lead-time programs, which would include its plans for 
both its own armed forces and the mutual defense security program 
for the forces of allies whom we are to help. What we would work 
at every year in this committee is not how many long lead-time con- 
tracts we should be authorizing for MSA, but how much military 
hardware we need to buy from the Department of Defense for ship- 
ment abroad to these countries during the coming fiscal year. 
Wouldn’t that be a more sensible program / 

Mr. Henset. That would be very ideal, if you would also give a 
certain authority to make contracts even though we didn’t have the 
money, so that we could start at least on some of thes long lead- 
time items, 

Mind you, I don’t want to tell you that $7 billion is necessary for 
the lead time. Idon’t thinkitis. I think a substantial amount is. 

Mr. Jupp. We wouldn’t have this annual hassle over this carryover 
problem. After one has been here 5 years, it is possible to understand 
it, but it seems almost impossible for those to understand it who 
havent been through it. 

Does. the draft bill that has been sent down for us include this 
nore, or less drastic change in policy? It doesn’t, I think? 

Mr, Hensex. No, it does not, not to the extent that you and Mr. 
Vorys have been discussing it. 

Mr. Vorys. And Mr. Chatham. 

Mr. Jepp. Mr. Secretary, I hope that you and your staff will work 
with us and our staff to see 1f we can’t incorporate those changes right 
now in this bill. I think it would be a great step forward. 

Mr. Hensex. You will find us with open minds on it. 

Mr. Jupp. The other point I would like to raise, if I have time, Mr. 
Chairman, is that I have been disturbed by the statements in the press 
reports from our own representatives that some of our European 
allies are cutting down the length of their conscription and their 
military budgets. Some are campaigning for office in terms of how 
inuch they promise to reduce their efforts for this program. I hope 
that isn’t as serious as it sometimes sounds. Maybe it is overplayed. 
Che effect of it ig not good on the rank and file in our country. 

Mr. Hensex. There have been some instances like that. 1. would 
not believe that you can say it is typical. You know the tendency is 
when you find one case to argue promptly that it is typical... It has 
lappened. We are trying to do our best to correct that. There are 
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some countries whose economies are strained. There are other coun- 
tries who are making provision many times more than what we think 
is the bare minimum. 

I would say, in general, we are getting good response. Some of 
what we had contemplated being progressive buildups tend to show 
signs of tapering off. I think you would start on the downward curve 
over there very promptly if we were to show we weren’t too interested 
in it. I think continuing this program gives us our greatest lever- 
age to keep them up. 

Mr. Jupp. Some say that those get more who are not too close an 
ally of the United States, who play it a little cagey and hover along 
the verge of neutrality. They then get a little more courtship from 
the United States than if we can count on them 100 percent. Have 
you any comment on that ? 

Mr. Hensev. I think there have been instances of that in the past, 
where we have become unduly worried. 

I believe we can establish the principle, and make it stick, that if 
we are willing to follow through, that we help most those who help 
themselves most. 

Mr. Jupp. So that there is an advantage in being a true friend to 
the United States ? 

Mr. Hensev. Yes. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketiy. Thank you, Mr. Chairman. From a military point 
of view, in order to maintain the security of the free world, do you 
not believe we should cut military aid to (1) any country who is not 
alined with the free world, and (2) to any nation of the Middle East! 

Mr. Hensev. That is far too rigid a rule, I fear, to put into effect 
just across the board, without many exceptions. 

Let me sort of approach your question from its end. I would 
definitely believe that aid should be continued to the Middle East. 

Mrs. Ketry. Military aid? 

Mr. Henset. Yes. It is a strategic locality. It has stood against 
communism. The Communists are outlawed in Iraq and also in Iran. 
They are very worried about having sufficient strength to stand with 
us. I think if we do not help them to acquire that strength, we can’ 
expect them to stand with us. 

I thought the statement made by the Iraq representative at Bandung 
was a very inspiring thing. I think it was engendered by the fact 
that they did not feel they were alone. I think also that there are 
many nations that really want to stand with us, and are having cer- 
tain internal political difficulties. 

I would hate to make a judgment as to any country on a more or 
less permanent basis, a long-time basis, by virtue of any particular 
act of that country. In executive session I will be very glad to review 
with you each country, and tell you the pluses and minuses in respect 
to those countries. 

Chairman Ricuarps. There is a certain country the lady will ask 
you about. 

Mrs. Ketiy. On page 3 you referred to a restricted war. There is 
no question that we are all seeking peace, but if there were to break 
out one of these brush fire conflicts you speak about, is it not the policy 
of this administration to have that war restricted ? 








MUTUAL SECURITY ACT OF 1955 43 


Mr. Henseu. I wasn’t mentioning restricted in any sense of criti- 
cizing it for being restricted. I was merely pointing out that it was 
relativ ely small, and yet cost as much or more than our whole MDAP 
program today. I was endeavoring to identify the relative size of 
the war in relation to its cost. 

Mrs. Ketty. I believe 65 percent of the United States total budget 
is for national defense. Could you tell us what proportion of the 
total-budget is spent for military defense in England and France? 

Mr. Hensex. I can’t right offhand. I could get you those figures. 

Might I make this comment, that I believe that’ the figure where 
you just look at the percentage of a budget devoted to militar y defense 
is sometimes misleading, unless the budget i is really a sizable budget. 
| think it is far better to s say what percentage of the gross national! 
income is being devoted to defense. I can give you detailed state- 
ments of what each country is doing in that respect. 

Chairman Ricuarps. I think it would be helpful to get that state- 
ment. 

Mr. Hensev. I don’t have it with me. 

(The information referred to appears on p. 46.) 

Chairman Ricnarps. Mr. Jackson. 

Mr. Jackson. Mr. Chairman. Mr. Secretary, I should like to add 
my congratulations to you on a very excellent statement on this bill. 
After the discussion of the dove of peace, it will probably be known 
as the “incubator bill”, from now on, although there are no sounds of 
pecking from inside the egg as yet. 

Mr. Henset. Maybe we could call it the “hatch act.” 

Mr. Jackson. The heat isn’t on enough yet. 

Referring to Mr. Chatham’s question as to why these various fune- 
tions are not separated, I think there is a practical answer to it. | 
believe if you separate them you place the entire program mm jeopardy. 
I think all of us know that the portion of the proposals that come un- 
der fire more than any other are those which deal with defense support, 
technical cooperation, and things of that sort. 

There is a very practical reason why for the time being, at least, 
you have to keep them combined. I can visualize what would happen 
on the floor if we went in with an economic aid program in light of 
the present temper of the Congress. So, although I agree with my 
distinguished colleague that they might well be separated at such 
time as it might be possible to do so; this is not the time. 

I have a number of questions for executive session. My congratula- 
tions to you on a fine statement. 

Chairman Ricuarps. Mr. Donovan. 

Mr. Donovan. Has the French Government set up their military 
budget for the ensuing year / 

. Mr. Hensex. I can't answer that question. I will get the answer 
jor you. 

(The information requested appears on p. 46.) 

Mr. Donovan. I have no more questions. 

Mr. Hensev. They are on a calendar year basis. They have set it 
up for the calendar year 1955, but I assume you were talking about 
calendar 1956. I don’t think so. I will find out. 

Chairman Ricuarps. Will you get the defense budget for us, Mr. 
Hensel? If you want to relate it to the gross national income, that is 
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all right, but also the other way, of all countries which participate now 
in our foreign-aid-military program. 

(The information referred to appears on p. 46.) 

Mr. Curprerrietv. Along those same lines, what I want to know is 
what are we going to get from our allies to match this $1.4 billion. 

Mr. Henset. I can tell you that. 

(The information referred to appears on p. 46.) 

Chairman Ricwarps. Mr. LeCompte. 

Mr. LeComrre. Mr. Chairman. Mr. Secretary, my commendation 
for a good statement. I have just one question. It is more or less a 
general question. I note in the last paragraph on page 4 of your state- 
ment, you say: 


I am quite confident that our security could not be better and more economical- 
ly preserved if we spent on our own forces the money we are now spending on 
allied forces. 

Is that a kind of hint or projected view that more money for the 
foreign-aid program and less for the defense budget in this country 
would get more defense for us? 

Mr. Hensev. No, sir. 

Mr. LeCompte. We wouldn’t reduce our defenses? 

Mr. Hensex. It was not intended as any such hint, that we should 
reduce ours and increase the others. 

Mr. LeCompre. I don’t think we could maintain our position of 
leadership if we weren’t prepared to defend ourselves. 

Mr. Henset. We must dothat. I must urge on you that we have to 
support our alliances at some level. I don’t want to look far into the 
ture at the level. I don’t want to think of this as a temporary pro- 

gram, if we really believe in alliances. I am looking forward to us 
doing our part and insisting that they do their part. 

Mr. LeCompte. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Jarman. 

Mr. Jarman. No questions. 

Chairman Ricuarps. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

I am interested in a paragraph in your excellent statement, the first 
paragraph on page 5, in which you point out, with a certain amount of 
truth, certainly, that we cannot hope to spend on our own forces the 
total amounts which are now being spent by our allies. 

Would it be your conclusion, based on that paragraph, that if we 
withdrew some strength from this MDAP program that our allies 
would spend less on their own defense ? 

Mr. Henset. I think you always run the risk that if you indicate 
to them that you don’t really believe in this collective strength, that 
they will tend to relax their efforts. I believe we have built up so 
much of our foreign policy on an idea of a collective strength, through 
these alliances, that anything we do that indicates we don’t believe in 
it, really, and are intending to go it alone 

Mrs. Cuurcn. Mr. Secretary, is the conclusion, then, that they are 
not. fully aware of their own peril ? 
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Mr. Hensev. Yes, I think they are fully aware of their own peril, 
but when they are weak, it is hopeless. Unless they know that they 
have a partner that gives them strength, there is not much they can do. 

Mrs. Cuurcu. You think that is true even in the case of Great 
Britain ? 

Mr. Hensex. No, but I think that you will find Great Britain is 
spending all she can on defense. She is really straining herself. When 
I show you the figures, I think you will agree with that. 

You have emphasized the second reason there why I gave that at the 
top of page 5. The first reason is equally important, and that is the 
type of strength we need in the world, foreign bases, and the like, is 
something that we can’t get just with the Fortress America concept. 
The Fortress America concept in view of the world today, is, to my 
mind, just completely unrealistic as a military strategy and as a 
political force. 

Mrs. Cuurcn. Mr. Secretary, may I disabuse your mind of any idea 
that I hold to the Fortress America concept. 

Mr. Henseu. I didn’t mean you did. I meant that first reason I 
gave, that we can’t do it physically no matter how much we spend, be- 
cause we do need these foreign bases, and the support of our allies is 
just as important as the reference to the cost. 

Mrs. Cuurcnu. My concern is over the question of whether or not 
they also do realize it as a common danger. 

Mr. Henseu. I can state my belief that they do, based on my travels 
and in talking tothem. I think you do see the results of it at Bandung, 
Bangkok, Paris, and London, in the conferences that were held. 

Mrs. Caurcu. Thank you. 

Chairman Ricwarps. Mr. Hays of Arkansas. Mr. Hays of Arkan- 
sas was at one time referred to by a Member of Congress on the floor 
as riding to his office on a cloud. 

Mr. Hays of Arkansas. I don’t have any questions pertaining to 
clouds. 

Mr. Secretary, I take the position that this committee in the Con- 
gress, like your Army, needs reconnaissance. I have no questions. 

Chairman RicHarps. Mr. Selden. 

Mr. Seipen. I would like to commend Mr. Hensel for a fine state- 
ment. I will defer my questions until we are in executive session. 

Chairman Ricuarps. Mr. Bentley. 

Mr. Bentiey. Mr. Hensel, on page 2 you made the statement that 
n time of combat we expect our allies to fight on our side. 

On the following page, page 3, you spoke about the cost of the war 
in Korea. I think a lot of people are wondering that if hostilities 
should come again, perhaps not on a worldwide basis, perhaps on 
a limited or brush-fire scale, would the situation in Korea, where we 
bore a disproportionate amount of the cost and fighting, be repeated 
i spite of these military programs ¢ 

Mr. Hensev. I think you are talking about allies across the water. 
| think that we are all agreed that the South Koreans gave everything 
that they had in that struggle. I believe as we can build up the other 
ilies, and encourage them, too, they will also come to our assistance. 

I do think for a long period of time the United States has the most 
mobile forces and is going to have to bear a large share of the defense. 

Mr. Bent ey. In other words, geographical considerations as to 

‘here a brush fire might break out would play a very large part? 
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Mr. Hensev. I think it does, just a practical matter. 

Mr. Bent ey. In spite of the military programs, the idea is basic- 
ally for our allies to defend their own territory first ? 

Mr. Hensev. I think for some period of time we can’t expect them 
to have that excess strength. I will mention in executive session one 
country that is very anxious to get excess strength that can be fur- 
nished outside if and when needed, realizing that its own defense 
depends also on an area defense. 

I can also tell you, as a practical matter, it will be sometime before 
that country will have that necessary strength and remain strong 
inside. 

Mr. Bentiey. That is all. 

Chairman Ricnarps. Mr. Pilcher. 

Mr. PitcHer. No questions. 

Chairman RicuHarps. Mr. Williams. 

Mr. Witi1AMs. No questions. 

Chairman RicHarps. The committee will go into executive session. 

(Whereupon, at 11:50 a. m., the committee proceeded in executive 
session. ) 


Gross national product, total central government erpenditures and defense 
erpenditures, by Country 
ESTIMATED UNITED STATES, FISCAL YEAR 1955 


{Millions of United States dollars] 


Defense Central 
Gross expendi- Percent government Percent 
Country national tures of col. 3 budget, of col. 3 
product ! (1953-54 tocol.2 total ex- to col. 5 
prices) penditures 4 
(1) (2) (3) (4) (5 (6 
Belgium-Luxembourg $7, 588 $430 57 $1. 915 } 2 
Denmark 3, 971 139 3.5 727 19 
France ae 41, 210 3, 500 8.5 11, 070 31 
Germany --- ; j 35, 600 1, 857 5.2 fi, 337 24 
Italy 19, 785 S50 4.3 3, 970 21 
Netherlands 6, 688 440 6.6 1, 90 23.2 
Norway. 3, 146 159 61 fi21 25 
Port'igal 1, 888 72 3.8 205 35 
Srain ; 8, 382 414 +8 1, 122 36.8 
United Kingdom 49.050 4, 825 98 14, 000 34.5 
Turkey 5, 800 385 4.7 922 41.9 
Yugoslavia - 4,115 615 14.9 ‘ 765 a0. 4 
Greece 1,771 115 5 393 24 
United States 365, 000 39, 791 10.9 63, 405 62.5 
ESTIMATED CALENDAR YEAR 1954! 
Ethiopia (exchange rate 2,484 Ethiopian 
doilars per United States dollar) - * $800 $9 eo $41.5 | 21.¢ 
Iran (exchange rate 90 rials per United States 
dollar) __- £ 1, 600 47.8 3.0 155. 3 ws 
Iraq. are a : 620 47.9 7.2 178.1 2 
Pakistan -- . 6,345 | 233 3.7 686 4 
Burma . 981 97 a9) 4. 6 3 
Indochina - : ¢ ? ? 
Indonesia (exchange rate 11.4 rupiahs per 
United States doHar) - - ities 10, 400 482 16 1, 33 38. 2 
Japan i 21, 225 575 27 3, 187 18 
Korea (exchange rate 500 won per United i 
States dollar) f ¢ 113 ey *28 35.7 
Na ional Government ofthe R_ public « f China. 1, 480 c } ©) ?} ( 
Philippines_. $, 245 79 | 1.9 412} 19.2 
Thailand (exchange rate 2) baht per United : 
States dollar) _. sbamne ‘ . 1, 795 ; 92 >. 1 35! 3.7 


See footnotes at end of table. 











MUTUAL SECURITY ACT OF 1955 47 


Gross national product, total central government capenditures and defense 
expenditures, by country—Continued 


ESTIMATED CALENDAR YEAR 1954 5—Continued 


[ Millions of United States dollars] 


Defense Central 
Gross expendi- Percent ‘government! Percent 
Country national tures of col. 3 budget, of col. 3 
product ! (1953-54 to col. 2 total ex- to col. 5 
prices) penditures ? 


2) (3) (4 } (6) 


trazil (exchange rate 37 cruzeiros per United | 

States dollar) -- ‘ $13, 775 $309 
‘hile (exchange rate 200 pesos per United 

States dollar) -- , 440 71.8 
‘olombia_- 3, 960 97.5 
‘uba . , 029 56. 
yominican Republic ? 412 19. § 
Ecuador... . é — ro 533 (7) 
laiti : 249 5. 
Honduras. - - - ; 279 2. § 
‘icaragua- $ 319 3.4 
’eru . : 1, 246 31 
ruguay -. ‘ pean waltemens ‘a 1,175 (7) 


Gross national product at market prices. For calendar year 1954, gross national product data represent 
timates on basis of most recent economic indicators. 

Intercountry comparison of defense expenditures in relation to total central government budgets may 
e misleading. In those countries where the central government performs functions that in other countries 

ire left to local units, the central government budgets are relatively larger, minimizing the relation of defense 
o total government expenditures. 
Includes Bund and Laender expenditures. 
‘ Most of the civilian governmental functions are not administered by the central government. 

Data for defense’ expenditures based on national fiscal year most closely corresponding to calendar year 
954, except where national fiscal year is identical to calendar year. Defense expenditure data represent 
udgetary estimates rather than actual expenditures. 

Calendar year 1953. 

Not available. 

Excludes large expenditures from FOA, CRIK, and UNKRA counterpart funds with the exception 

smal] amounts used to finance defense expenditures. 


Prepared June 8, 1955, by Managerial Statistics Division, Office of the Assistant 
Comptroller (ISA), Department of Defense. 
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WEDNESDAY, JUNE 8, 1955 


House or RepresENTATIVES, 
ComMITTEE ON Foreign Arratrs, 
Washington, D. C. 

The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10:15 a. m., Hon. James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 
Ladies and gentlemen, we will proceed with consideration of the com- 
mittee print of the bill to amend the Mutual Security Act of 1954. 
We are glad to have with us this morning Governor Stassen, the 
Director of the Foreign Operations Administration. ‘The Governor 
has to leave here this afternoon for a trip abroad. I hope we can 
finish with him this morning. When we finish with him, I hope he 
will still be in one piece. “I am sure he will. 

Governor, we are delighted to have you here this moriuug. Will 
you proceed in your own way. 


STATEMENT OF HON. HAROLD E. STASSEN, DIRECTOR, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Strassen. Thank you. 

Mr. Chairman and member of the committee, I appreciate the op- 
portunity of appearing before you this morning. i might say that 
while I do have to leave this afternoon for the meeting of the OEEC, 
the European Economic Cooperation Committee, which is chaired by 
Chairman Butler, I will be back in a few days, and if before the com- 
mittee completes its consideration it finds other points it wishes to 
inquire of me, I will be pleased to respond. 

Chairman Ricuarps. I may say we may want to hear you when 
you come back in executive session on some points. 

Mr. Strassen. I appear before you today in support of President 
Kisenhower’s request for authority and funds in the amount of $3.53 
oles to carry out the mutual-security program during fiscal year 

956. ' 

On May 25 the Secretary of State, in a brilliant statement before 
this committee, outlined the basic foreign policy considerations which 
lay behind the President’s request for this program during the coming 
fiscal year. As you know, we have operated in the Foreign Opera- 
tions Administration under the foreign policy guidance of the Sec- 
retary of State. 

[ will not presume to repeat or elaborate on his statement, except to 
add my own view that we are now entering a new era of tremendous 
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challenge and opportunity for the United States and for the entire 
free world, an era which must not be appreached in a spirit of com- 
placency, but which can be approached with great confidence and 
hope for all peoples. 

President Eisenhower, in his April 20 message transmitting the 
mutual security program request to the Congress, stated that this 
program is directed toward the fixed and unwavering objective of a 
just, prosperous, and enduring peace, and is an indispensable part of 
a realistic and enlightened national policy for the United States. 

Throughout the period following World War II, this program and 
its predecessors have been an essential element in the attainment of 
important results in the direction of peace and security throughout 
the world. This committee has had an important part in the develop- 
ment of this whole program from its beginning. The Marshall plan 
was an indispensable factor in the remarkable economic recovery 
which the countries of Western Europe have achieved. 

We have a few charts which I think sometimes carry a broader 
message. Behind you on the fireplace, Mr. Chairman, 1s this chart 
which shows dramatically the high point of European Marshall plan 
aid in 1949, then its phasing out. ‘Then with it the very significant 
advance in industrial production of the Marshall plan countries now 
reaching a level of 157 in 1954, and, as the next chart will indicate, 
still coming forward in 1955. 

(The chart referred to is as follows :) 


CHART No. 1 
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Mr. Strassen. This chart shows the industrial production lines of 
the OEEC countries. You will remember the first recovery, and then 
a certain amount of stagnation in 1951 and 1952, as a sort of uncer- 
tainty of the movement. Then the definite forward movement in 
their industrial production in 1953, a clear gain in 1954, and 1955 
starting out very strong, at the all-time high level for European 
industrial production. 

(The chart referred to is as follows :) 


CHART No. 2 


EUROPEAN INOUSTRIAL PRODUCTION 


TOTAL FOR OEEC COUNTRIES: 1950=- 100 


INDEX INDEX 
150. iSO 


Not Seasonally Adjusted 








40 140 


aie ¥ - 
































20 120 
: — PERCENT INCREASE OVER ue 
PREVIOUS YEAR 
100 +5% 100 
+1% 
N 1952 1953 1954 
90 i i iL lL l l -- = a 390 





JAN FEB MAR APR MAY JUN JUL AUG SEP oct NOV CEC 


Mr. Strassen. The highest level that they have had for their real 
wages for their workers and strength for their currencies. 

The next chart shows while this has been happening Communist 
influence has been receding in Western Europe. In nearly every 
country the circulation of the Communist newspapers has declined. 
There has been a decline in their Communist Party membership, and 
a decline in their votes. The greatest problem remaining of Com- 
munist minorities are in Italy and in France. 
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Mr. Srassen. The next chart indicates that while we have been 
phasing down on our aid and out, economic aid, their own defense 
expenditures have been coming in. So now they are doing from their 
own resources between $12 billion and $13 billion a year for the NATO 
defense efforts. As you know, we are now beginning to anticipate a 
direct German contribution under the Western European Union. 

(The chart referred to is as follows :) 


CHART No. 4 


EUROPEAN DEFENSE EXPENDITURES 
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Mr. Srassen. The military assistance which has been furnished to 
our allies in NATO and to other countries in the free world has pro- 
vided a firm foundation for collective defensive strength and has 
served as an effective deterrent against Communist military aggres- 
sion. Technical cooperation and limited economic assistance to un- 
derdeveloped nations have aroused a spirit of hope and confidence 
for further progress for more than one-half of the world’s population, 
who have long suffered from extreme want and privation. Through 
contributions to programs of the United Nations and other multilat- 
eral organizations, the United States has played an important part in 
mplementing the enlightened statement of objectives which were 
idhered to by a devastated but hopeful world 10 years ago this month 
in San Francisco. 

Progress has indeed been significant. There is a clear feeling, both 
at home and abroad, that a momentum of forward progress has been 
set in motion which, if sustained, may ultimately result in a basis for 
the solution of world problems through peaceful means and without 
recourse to a war which could mean the destruction of civilization. 








54 MUTUAL SECURITY ACT OF 1955 


The people of the United States can indeed feel a deep and humble 
satisfaction from the important role which they have played in bring- 
ing the world thus far along the road toward a secure peace. This 
committee can fully share that feeling of the people with its own 
significant leadership. 

Throughout the critical years, this committee, the Foreign Relations 
Committee of the Senate, and the Congress as a whole have displayed 
a leadership and an initiative which has made this progress possible. 

As we move forward in hope and confidence, however, we must rec- 
ognize that much remains to be done. Although the foundations for 
military security of the free world have been laid, we have not yet 
achieved a situation of strength sufficient to avert the risk of large- 
scale hostile attack. Although the beneficial effects of technical coop- 
eration are being felt in 60 nations throughout the world, we must 
recognize that progress in relieving the dire conditions of need in 
underdeveloped countries is only beginning, and we must.plan to con- 
tinue our cooperative efforts over a period of many years to come. 
Although immediate and pressing needs in the economic field have 
been met through the furnishing of economic assistance to certain key 
areas, critical situations still exist, and will arise, which must be met 
if friendly nations are to attain the political and economic capacity 
to exercise a constructive role as partners in meeting the common 
objectives of all free nations. It is for these reasons that the President 
has requested a continuation of the mutual security program, as a 
concrete demonstration of the determination of the American people 
to help carry this crucial work forward to a successful conclusion. 

The details of our program request are contained in the country- 
by-country documents before you, and with the smaller volume of 
certain classified information, which we will not refer to in open 
session, and representatives of the Departments of State and Defense 
and the Foreign Operations Administration are available to elab- 
orate further and to answer questions which the members of this 
committee may wish to raise on any portion of the program. In view 
of the fact that this committee is already familiar with the basic 
elements of the request of the President, I would like to confine my 
remarks this morning to a few of the highlights of the program 
which bear particular emphasis, and to respond to any questions which 
you may wish to raise during the presentation as you see fit. 

You will note that no funds are requested for economic assistance 
to the original Marshall plan countries. This is the day that 1] 
know this committee has looked forward to. It has been accomplished 
on a basis of success, although it took a few more years than the 
original plan. The day has arrived. Defense support assistance is 
requested, however, for Spain and Yugoslavia, which are in the 
European area, but who were not members.of the Marshall plan. 

Spain has recently granted the United States access to valuable sites 
for military facilities, and her armed forces are being strengthened 
through military assistance, but the economy of the country lacks 
adequate strength. Under arrangements with the Spanish Govern- 
ment, a major portion of the local currency generated from the sale 
of defense support commodities in Spain is directly applied toward 
meeting the costs of construction and maintenance of United States 
facilities in the country. 
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Yugoslavia remains firmly independent of the Cominform. This 
fact in itself is of considerable importance to the rest of Europe. In 
addition, this country has entered into cooperative arrangements with 
Turkey and with Greece. It is planned to continue defense support 
and direct forces support assistance to this important country, to 
strengthen the economic base for their defense effort. 

The total.of nonmilitary funds programed for Europe in the com- 
ing year amounts to $95 million, which includes, in addition to pro- 
crams for Spain and Yugoslavia, limited continuing economic support 
for the city of Berlin, and limited funds for technical exchange, di- 
rected primarily toward improving levels of productivity. The pro- 
motion of understanding as to the means by which great economic 
and social advances have been made under our system of free institu- 
tions is playing its part in rolling back the threat of Communist 
subversion and domination on the continent of Europe, and this 
important work should be carried forward. 

The most pressing threats to world security and stability are now 
centered in Asia, and the preponderance of funds requested for fiscal 
year 1956 are to be directed toward meeting the threats to this area. 

Asia is the focal point of present Communist pressure and the 
area whose future direction, either toward domination by commu- 
nism, or freedom and independence, will be crucial in the long-range 
struggle of freedom against oppression. In addition to direct military 
assistance, funds are requested in the amount of $1,113,500,000 to 
meet the defense support and direct forces support needs of free Asian 
countries which are under the constant threat of overt Communist. 
aggression as well as internal subversion. A major part of these funds 
is proposed for programs in Korea, Formosa, Cambodia, Laos, and 
Vietnam, all of which are confronted with situations of immediate 
crisis. Funds are also included within this total for similar types 
of support to Pakistan, Thailand, and the Philippines, who have 
firmly and courageously taken their stand on the side of freedom 
against aggression and have joined with us in the Manila pact organi- 
zation. 

Funds are also requested for a continuation of development. assist- 
ance in Asia, principally for India. The 370 million people of India 
are now engaged in an unprecedented effort to wage a successful 
struggle against serious economic distress, under a democratic form 
of government. The eyes of all of Asia are focused on this great 
effort. The recent election in Andhra, one of the provinces in the south 
of India, in which local Communist forces were roundly defeated, re- 
flects real progress. If this progress is to be continued, the mo- 
mentum of economic advance must be sustained, and it is proposed 
that the United States continue to play a marginal but important role 
in this process. 

In addition to regular country programs, the mutual security pro- 
gram for fiscal year 1956 contains a request for a special presidential 
fund of $200 million for stimulating economie growth and develop- 
nent throughout the entire arc of free Asia. 

At this point | might refer to the total division of the program and 
some of the components in a few charts, and then come to Asia in 
particular. 
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(The chart referred to is as follows :) 


CuHart No. 5 
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Mr. Strassen. This, graphically presented, Mr. Chairman, is the total! 
program which the President has presented to this committee and to 
the Congress. You will note the familiar classifications. You will 
recall this is the military end items or hardware and training, the 
so-called MDAP, of $1.4 billion, or 40 percent of the total, and this is 
the direct forces support or the consumables furnished to the forces, 
petroleum, items of that kind that are directly consumed by the mili- 
tary forces in countries where they cannot afford to pay it themselves, 
situations like Korea, Formosa, Vietnam, in the amount of $317 mil- 
lion, or 9 percent. 

This $1.7 billion, approximately one-half of the total, under the 
President’s new organization, as directed by the Congress, goes to the 
Department of Defense in the division of the total program’s admin- 
istration. These two items under the President’s order, as of July 1, 
will be allocated by the President to the Department of Defense for 
administration there in the International Security Administration of 
the Department of Defense. 

The next item is the defense support, which worldwide is approxi- 
mately $1 billion or 28 percent. These, as the committee will recall, 
are the instances in which we support the economy of-a country in 
order that it may in turn support a large defense force, which under 
our Joint Chiefs of Staff's decision is needed for the combined defense 
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of the United States and the free world. This kind of program goes 
into the total economy and budget backup of the country concerned. 

In this instance you are working with the economic ministers, the 
finance ministers, the foreign ministers of the countries, you are work- 
ine with the total financial arrangements. Therefore, this work is 
placed in the Department of State in the new International Coopera- 
tion Administration. Those programs which are carried out essen- 
tially by working with the Departments of Defense and the military 
forces of other countries are put in our Department of Defense and 
under our military. Programs that are worked out by working with 
the civilian authorities of other countries are put in our Department of 
State in the new International Cooperation Administration. 

The other categories here are the development assistance, with which 
you are familiar, $165 million, a large part of which will be in loans 
rather than grants. The technical cooperation, worldwide, $172 mil- 
lion, which ineludes the United Nations technical assistance, accounts 
for 5 percent. This President’s fund for Asian economic develop- 
ment, which we will go into further, the $200 million, or the 6 percent. 
The other types of programs which are the United Nations multi- 
lateral, the children’s fund, and the freight for voluntary agencies, 
the refugees, and the ranges of those programs. Then, the Presi- 
dent’s contingency fund, which always had been authorized from the 
standpoint of transfer in the past. You usually authorized $150 mil- 
lion. But this year we are asking, for the first time, that there be a 
specific appropriation to back up that authority, because one of the 
difficult things in administration has been that when an emergency 
arose, while the authority was there, it Was necessary to find some other 
part of the program to take the funds away from. That has some- 
times been a delaying and difficult renegotiation process. 

So, in the total foreign policy of the country, it does seem desirable 
that the contingent fund, which is a worldwide matter for any purpose, 
military or otherwise, should be backed up by a specific appropriation 
and which, if not used, would then revert to the Treasury. 

This is a broad division, graphically displayed. We can come back 
to this if the committee wishes. I think it might be well to keep in 
mind, as we move on this world program, that we have kept in mind 
ihe future raw material requirements of the United States—in other 
words, the strength and security of the United States in a long pull. 

(The chart referred to is as follows :) ca 








58 MUTUAL SECURITY ACT OF 1955 


CHart No. 6 


US: RAW MATERIALS REQUIREMENTS 
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Mr. Strassen. This is a projection from the so-called Paley report 
of the fact that we will need in the future very substantial quantities 
of raw materials of a type, which is indicated on the right, that we 
will need to get from overseas. 

As we work on improved harbors, improved railroads or highways 
or opening up new territory, we should ever keep in mind the long-term 
raw-material requirements of our own country. 

The next chart shows the fact that these materials come from all 
over the world. These are the percentages of these various materials 
which come from the various regions of the world. We do draw these 
materials from every section of the globe except the Iron Curtain. 

(The chart referred to appears on p. 59.) 
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CHART No. 7 
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Mr. Strassen. This shows the industry and the way in which our in- 
dustry depends on these various materials which come from overseas, 
(The chart referred to is as follows :) 


CHART No. 8S 


US. INDUSTRY DEPENDS ON /MPORTS 
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Mr. Srassen. On the actual commodities that we use in this next 
group of charts, I know this committee is quite familiar with the 
effects of these on our own economy, and the President’s Council of 
Economic Advisers, report this year rather pinpointed that. I think 
you are all aware that our United States economy today is moving at 
its highest level that it has ever attained. Employment is higher 
than ever. Real wages are higher than ever. This is a more healthy 
condition in the United States economy than most of the economists 
of the world believed would be attained. 

One of the reasons, as the President’s Council of Economic Advisers 
points out, that our United States economy is so successful today is 
that we have a healthy free world economic picture. So, we have 
economic strength in the midst of economic strength. That is the 
easiest way to keep a strong economic picture. 
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CHART No. 9 


PRICES OF IMPORTED RAW MATERIALS 
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Mr. Strassen This shows an interesting contrast between the way 
in which, when we started a recession in the 1929-30 period, the 
United States economy was hit immediately by a sharp decline in 
World War material prices, which then dropped the inventory value 
of United States materials, adversely affected the United States manu- 
facturer, depleted his own credit arrangements with his own bank 
and had a downward pull on the United States economy as we tried 
to rally in the recession of 1929-30. 

This time, as we made our post-Korean war readjustment, the health 
of the world economy helped sustain the strength of raw materials 
worldwide and made it easier for the United States economy to rally. 

(The chart referred to appears on p. 62.) 
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Mr. Srassen. The next chart shows another important fact in this 
regard, that in the 1929-30 period, the moment we had a bit of dif- 
ficulty our exports went down through the floor, and pulled down the 
United States economy, on the down side. This time our exports were 
not only sustained but, in fact, increased 4 percent at the very time 
when the United States needed customers abroad for working out its 
own economic readjustment. This is another dividend that the United 
States is now beginning to receive from the strength it has helped to 
establish overseas in other economic systems, to retain a strong, steady 
export market. It is a stabilizing factor in the United States economy. 

The other factor that shows up so predominantly now in world 
economic analysis is the fact that the more developed a country is the 
better customer it is. 

(The chart referred to is as follows :) 


Cuart No. 11 
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Mr. Strassen. There was a time in the United States when some of 
the leading industrialists said, “Well, if we help another country 
develop industrially, it will hurt us. We will lose a customer.” They 
used to say that about Canada 25 years ago. We have found by 
actual experience that when another country develops, when it begins 
to industrialize, its standard of living comes forward, it becomes a 
better customer rather than a worse customer. 

You can take it from a worldwide standpoint, and you find that the 
desirable customers who can buy increasing quantities of our goods are 
those that themselves have a high standard of living and are in a 
healthy economic state. 

_We have endeavored not only to think of the overall strength of the 
United States economy and of the world economy, but to use with our 
aid appropriations those products that we could best afford to use 
and that would fit into the needs of other countries. So, that this 
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last year, realizing that with the shifting to diesels in our railroads, 
and the shifting to natural gas in some of our public utilities, we had 
a surplus supply of coal and great unemployment in some coal areas, 

Under the President’s direction, we began the first of October to try 
to step up the use of United States coal. This chart shows rather 
dramatically the way this program has gotten underway. In the last 
2 months of March and April total coal shipments have run at 21% 
million tons a month, excluding shipments to Canada. So, through 
a combination of aid dollars for procurement of coal, by other coun- 
tries using their strength and dollar exchange position to buy coal, 
and through using coal to generate local exchange and thereby use 
that for aid goods in third countries, we have stepped up the coal 
exports. 

(The chart referred to is as follows :) 
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The rising cost of shipping, the shipping market has gone up, has 
made it a ttle more difficult to move this coal. If that does not go 
up too high, I believe we will make the 10 million tons expanded use 
of coal that we anticipated. I would emphasize that 10 million tons 
is really a small amount in our total coal situation. It is marginal. 
But it does help some in some of the most distressed coal areas. The 
coal problem is something that needs to be solved on a wider scale 
than anything we can conceivably do with foreign aid. But we could 
better ship 10 million tons of coal than almost any other sort of thing 
that could be used in the aid program. We have shifted all we could. 
Likewise, we have used wherever it was sound United States pro- 
curement. 

Of our total aid in dollars, 3 out of 4 are spent in the United States; 
| out of 4 is spent overseas. 

(The chart referred to is as follows :) 


CuHartT No. 13 
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Mr. Srassen. I know that sometimes people in the general public 
envision foreign aid as putting a lot of dollars in a sack and flying 
them overseas, with a man in a Santa Claus suit, and dropping them 
down somewhere. 

The next chart shows the fact that these commodities include a lot 
of surplus agricultural products which we move under this program, 
under the initiative taken in this committee, which I remember Con- 
gressman Judd and others emphasized, and helped to develop this 
concept of maximum use of surplus agricultural products. This shows 
the way that has moved. 








fe SpUDJOAINDG 4D||Og ul ea ees be 4DjJOP Yj UON\IW G2z a40 Speer0sd Sa}0S & 
a c : bSG6I 40 sy Ayundas jonin; iA 
uol IW v7 19 UaWO SO "|GGEI 40 12 Aysndeg jonsnW 

, ’ 


S961 Ad bSGl A 


~ 


uoddns S8U04 jouI1g S 
OGG uo1j2aS 


\ 


UOIIIW Sr2s 














CHART No. 14 


MUTUAL SECURITY ACT OF 1955 


* suoHOOHIO. oc 
‘Sesodiny @SOy| 404 p60} woboy— 


posy) ag 0| euy speeoayy s2j0c UOlIIIW [Bes 
S561 GNV S61 Ad NI NOITIIW 009% NWHL JNOW G10S SVH VO4 


STLLIDOWWOD TVINLINHYOV SVOTAIMS 


~_~ 
N 
4 
2) 
ooo 
— 
io) 
ay 
nm 
3 
n 
- 
° 
~ 
oO 
2 
ot 
D 
ey 
o 
oe 
~ 
— 
S 
a 
Oo 
o 
_ 
ms 
o 

~— 








MUTUAL SECURITY ACT OF 1955 67 


Mr. Strassen. Now, if we can turn to the specific implementation 
of the Asian program, I think we can best go forward with the charts 
from this point. 

This is the manner in which we are moving, and the past record in 
the places where the aid program has been going on the longest, the 
Marshall plan area, where it is now concluded. Here is the area of 
the maximum present problem and future need. As you know, the 
President has described this ares as the are of free Asia. 
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Mr. Srassen. It is a vast arc that borders on the Communist terri- 
tory. It includes a population of 771 million people, or about one- 
third of the total world’s population. It includes Afghanistan, West 
Pakistan, India, Nepal, Ceylon, East Pakistan, Burma, Thailand, 
Malaya, Laos, Cambodia, South Vietnam, Indonesia, the Philippines, 
Formosa, South Korea—the Republic of Korea—and Japan. 

This is a tremendous population, and it is an area in which many 
have recently attained their sovereignty. The average standard of 
living is low. There is a threat from the Communists in places of a 
military nature and in other places of a subversive effort. 
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Mr. Srassen. The area is further pinpointed in this chart, which 
shows the active Communist parties throughout the area. These fig- 
ures are given in thousands ; 85,000 known Communists in the party in 
Japan; 50,000 in India; 2,000 in Pakistan; 2,000 in Ceylon. Burma, 
10,000; Thailand, 5,000; Laos, 6,000; Cambodia, 5.000. An undeter- 
mined number in South Vietnam; 4,000 down in Malaya; 50,000 in 
Indonesia; there is a tremendous Communist effort going on in that 
country ; 8,000 in the Philippines. 

Another important fact in this area is this fact of their gross na- 
tional product. 
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Mr. Strassen. This shows the average dollar annual per capita gross 
national product of the peoples of these countries. You will notice 
immediately that Japan and the Philippines are the highest, 241 in 
Japan and 198 in the Philippines, estimated. You will note that 
India and Burma are the lowest, and that the average standard of liv- 
ing in the whole area is very low. 

In this area the Soviet bloc has intensified its economic warfare in 
the past year. This graphic presentation indicates where they have 
begun to make capital assistance offers. Their offers take the form 
of a long-term loan at 21% percent, and an agreement usually to take 
the surplus products of the other country to pay back the loan. 
That is the basis on which they are making their offers. 
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Mr. Srassen. After first criticizing for years our technical assist- 
ance program, they are now copying it. They are offering technical 
assistance, as Indicated by the dark outlined men that appear on this 
map. One of the interesting offers they make is that they will give 
technical assistance in the installation in any government of account- 
ing machinery, something like the IBM machinery. They will put 
the technicians in the government to show them how to run it. They 
also exchange trade-union delegates. They have signed many trade 
agreements in the area during 1954, and they are offering other trade 
agreements. They have had a recent mission in Japan. They have 
been very active in the area. 

There is also an area in which there are quite a large number of over- 
seas Chinese. That is a fact to keep in mind. In Burma, 300,000. 
In Thailand, 3 million. Malaya, 3 million. In Indonesia, 2 million. 
South Vietnam, 1 million. The Philippines, 300,000. Then, of 
course, the Hong Kong population. 
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Mr. Strassen. It is an area with all of these problems that is by no 
means a hopeless situation. There are substantial resources in the 
area. There is an atmosphere on the whole of hope and determination 
in the face of all these obstacles. 
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Mr. Srassen. This chart indicates some of the on substantial re- 
sources that are present in large quantities in the area: In India, iron 
ore, coal, manganese, bauxite, jute, cotton, tea ein rice; in Ceylon, 
rubber; in Burma, tin, tea, tungsten as well as rice; in Thailand, tin, 
rubber and tungsten and tea as well as rice; in Indochina, rice and 
rubber; Malaya, rubber and tin; in Indonesia and Borneo, petroleum 
and rubber, tin, copra and spices; in the Philippines, iron ore and 
copra; Japan, coal, copper, rice, sulfur and zinc; Korea, tungsten 
and graphite. 

So there are in this area many, many acres of fertile soil and sub- 
stantial basic resources. There is the potential for an advance in the 
standard of living that can be the basis for political stability and a 
firm stand against communism. 

Obviously, here as elsewhere, the main results must come from the 
countries themselves. They have the responsibility. ‘They have the 
eee The United States assistance, in a moderate amount, 

‘an be of tremendous, even though marginal, significance. It is the 
recommendation of the President, after very thorough review in the 
administration, that it is in the United States interest to establish the 
Asian economic development fund with the broad authority in the 
amount of $200 million to stimulate the kind of projects that in groups 
of these countries will advance their own development, their own 
standard of living, their own trade and their own payments arrange- 
inents. 

It is the area of great threat and also of tremendous opportunity. 
That is the special program that is before the Congress at this time. 

In the total program, $309 million are requested in the mutual- 
security program for nonmilitary assistance in the Near East and 
Africa. This amount includes funds for continued defense and direct 
forces support to our stanch NATO allies, Greece and Turkey, and 
for similar assistance to Iran, which is on the threshold of achieving 
real progress in long-delayed economic development and improved 
military strength. Funds are also included for a continuation of 
technical cooperation with 11 countries in the area and with the terri- 
tories of Africa. Development assistance is proposed for Israel and 
for certain Arab states who presently lack the economic resources to 
provide for the basic needs of their peoples without external assistance. 

Dangerous tensions still exist between the Arab States and Israel, 
and as long as this situation persists, the potentialities for progress 
end well-being for all nations in the area can never be fully realized. 
We are encouraged, however, by recent evidence of constructive atti- 
tudes toward reaching a solution to the international w: ater problems 
of the Jordan Valley. Real progress in this matter can make an impor- 
tant contribution to the ultimate solution of the tragic problem of 
the Palestine refugees; $65 million of the total requested for the 
Near East and Africa is planned for continued support of the United 
Nations program providing relief and resettlement assistance for these 
long-suffering peoples. 

Funds are “requested for a continuation of development assistance 

und technical cooperation in South and Central America. It is in 
this great neighboring area that the concept of point 4 was first tried 
and found successful. Today, technical-cooperation programs are 
moving forward with 19 independent nations and with overseas terri- 
tories. It is particularly important that progress be continued in 
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this field in this hemisphere. In addition to technical cooperation, 
dlevelopment-assistance funds are requested to meet critical economic 
problems in Guatemala and Bolivia. The funds originally estimated 
for Guatemala are likely to prove insufficient to meet the economic 
needs in that country and st aa special problems in the area which 
may have to be dealt with during the coming year. The President 
bad initially requested $21 million for dev elopment assistance to Latin 
America. The Senate, in its action on the mutual-security bill on 
lune 2, increased this authorization to $38 million. 

In addition to our bilateral programs with some 60 nations through- 
out the world, the mutual-security program contains requests for 
funds to permit continued support of a number of special programs, 
such as assistance for refugees, migrants and escapees, ocean freight 
for relief goods shipped through voluntary agencies—there are 47 
such voluntary American agencies that are now working with us in 
this program. There is the National Catholic Welfare, the Hadassah, 
the Lutheran Fund, many other funds, the CARE organization. Alto- 
gether there are 47 voluntary organizations representing really mil- 
lions of American people in a voluntary way who join in shipping 
these surplus products, and in another way receive freight from this 
program. There is also the United Nations Children’s Fund and 
expanded technical-assistance program. 

The importance of unwavering United States support for these 
United Nations activities, which are constantly poi: their con- 
structive influence throughout the world, is well known to this 
committee. 

Before concluding my statement, I would like to say a few words 
concerning the organization which I have been privileged to direct 
during the past 214 years—the Foreign Operations Administration. I 
am proud to have been associated with this agency, and with the 
important work which it has done in furthering the foreign policy 
interests of our Government. In 3 weeks, the functions thus far ably 
performed by FOA are to be transferred by Executive order to the 
loteeatinast Cooperation Administration, within the Department 
of State. My best wishes go forward to Mr. John B. Hollister, 
former member of this House, who has been nominated by the Presi- 
dent to head this new agency. I have every confidence that under his 
leadership, and the leadership of the Secretary of State, this successful 
program will become an increasingly effective element in furthering 
our national policy and improving the prospects for peace, with free- 
dom, security, and economic well-being for ourselves and for others. 

In conclusion, I strongly urge that the Congress act favorably on 
the President’s mutual security request onl tone provide the basis 
for effective forward progress in this time of greatest challenge and 
opportunity for the free world. 

Chairman Ricuarps. Mr. Stassen, that was a very fine and able 
presentation of this program. We will proceed under the 5-minute 
rule. After that we will open it up for additional questions. 

Mr. Carnahan. 

Mr. Carnanan. I have no questions at this time, Mr. Chairman. 

Chairman Ricuwarps. Mr. Vorys. 

Mr. Vorys. I concur with our Chairman. It is a brilliant and 
graphic statement that you have given us. It gives us a worldwide 
picture in a few minutes. I appreciate particularly how you have 
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explained the success of this program already in many areas and, as 
you mentioned in your last sentence, the freedom, security and eco- 
nomic well-being we have had ourselves during this program. This 
is our most prosperous year here at home. 

You mentioned that the President had suggested that this program 
would go on for some time. I want to remind you that the “no-year” 
provision, the fact that there is no termination date in the mutual 
security basic act, that principle was written into this law right in 
this committee room. 

Mr. Srassen. I realize it was done by this committee and this House. 

Mr. Vorys. As far as this committee is concerned, and I think the 
[louse is concerned, there may be some criticism, some amendments 
and some changes, but the only question will be not whether this 
program should continue but how. I have no further questions. 
Thank you, Mr. Chairman. 

Chairman Ricwarps. And how much. 

Mr. Vorys. That is possible, too. 

Chairman Ricuarns. Mr. Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. Governor, I got the 
implication that probably the emphasis is now being placed upon the 
development of industrial raw materials in these areas, and particu- 
larly in Asia. That has not been the policy over the long range 
heretofore, has it? 

Mr. Srassen. You have correctly touched upon the changing picture. 
The first situation was to help these people get enough to eat. Asa 
matter of fact, 3 and 4 years ago there were many experts who said that 
you could never catch up with the population growth of Asia, that you 
could never have food in the many millions of stomachs of Asia. We 
have caught up to a tremendous degree. In the free world, there has 
been a striking success in agriculture, a success at times that becomes a 
problem of surpluses, interestingly. At the very same time in the 
Soviet world they are having trouble in agriculture. 

I think it affected, for instance, the Andhra election, because the 
Communist were trying to tell the people in Andhra, India, that they 
should turn and support the Communists, that that was a better system. 
The people of Andhra said: 

These Americans can’t be so terrible because they have been helping us raise 
more rice, and we are getting more rice. 

Malenkov’s admission of failure in agriculture was reprinted in loca] 
languages and widely circulated in the campaign, and the Communists 
took a very severe defeat. That was followed throughout Asia. 

As you get in a better food situation, and a better clothing situation, 
people then look for some improvement in their standard of living. 
rhey begin to think more of some better shelter, some of the simple 
necessities of life, some place to work, and that means forward in the 
industrial advancement of these countries. In all of Asia, the only 
place that there has been a real industrial advance is, of course, Japan. 
he other countries want to make industrial progress. It is‘to our 
United States interest to help them do it. It means more cement 
plants, more plastic plants, more glass plants, more processing of 
foods, more local refineries for local consumption in the area; in other 
words, it is a matter of how they advance in their standards of living 
and have expanded trade with the rest of the world somewhat along 
the pattern of Canada, although Canada, of course, is far ahead 
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Mr. Burreson. In the long range, the emphasis is on the industrial 
raw material development in these countries / 

Mr. Srassen. A combination of raw materials, plus the processing 
of those materials, and the development of the industrial side of 
what is now essentially an agricultural economy. In other words, it is 
the method by which under freedom a peoples can advance. Under 
communism, they take the people in slave-labor camps, or forced labor 
battalions, and they create capital and establish an industry by that 
kind of forced approach. 

In the free system, you first establish the food of the people and 
begin to develop a capital savings out of the agriculture, and then 
that starts to go into industry. You frequently get capital from the 
outside, and then you bring forward the industrial side of the economy, 
So, the situation in the less-developed areas of the free world is that 
they are now seeking to make some progress in the industrialization 
of their economies, a higher standard of living, and try to do it with 
freedom rather than totalitarian methods. 

Mr. Burirson. As you pointed out, these things are not done over- 
night. But heretofore the program has been by the short-range 
viewpoint, the development of industrial manufacturing of consumer 
goods, and the development of agriculture. This policy competes 
with our exports, as you just pointed out graphically. 

The emphasis has shifted. I am delighted to know that seemingly 
is the policy. May I just ask further if the raw materials chart is in 
line with the Paley report, Governor ¢ 

Mr. Strassen. Yes. The Paley report projected 25 years, and we 
take the midpoint of 15 years in thischart. It is in line with it. 

Mr. Burirson. Thank you. 

Chairman Ricwarps. Mrs. Bolton. 

Mrs. Bouron. Mr. Stassen, it is delightful to have you here and to 
have you give us such a tremendously fine, clear statement for which 
we are very grateful. 

I have one question. On page 4 and the top of page 5 you speak of 
the Near East and Africa. As you know, that has been my area, 
and Mr. Smith’s for many years. In what territories of Africa do 
you have any business? 

Mr. Srassen. In Ethiopia, Egypt, Liberia, Libya, and to a small 
extent in the Territories of the British, the French, the Belgians, and 
the Italians. That is very small. 

Mrs. Bouron. That is industrial ? 

Mr. Srassen. No, those are usually very elementary projects like 
helping them getting going with their rural education, or helping 
them open up a railroad survey so that they can get into the raw 
materials territory and develop the country, or to take an aerial sur- 
vey so that the maps are available for private industry to come in 
and stake out concessions and begin to develop the country. 

Africa is, of course, at the earliest stage of development. It is 
very different, as you know. You have studied it so thoroughly and 
you know that. It is different from Latin America or Asia. 

It is a matter where with just a few million dollars facilitating the 
way by which private capital can take its part in the slow develop- 
ment of Africa. 
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Mrs. Bouron. Of course, it is a very interesting method of aiding 
and abetting the method that we as Americans are inclined toward; 
isn’t it? 

Mr. Srassen. Yes. 

Mr. Vorys. I thought the Governor might want to mention the 
FOA survey in the Belgian Congo, which developed wonderful oppor- 
tunities for private inv restme nt. It will help that area and the whole 
world and ourselves. 

Mr. Strassen. We have really opened the door in the Belgian Congo 
for United States private investment. It is creating tremendous 
interest. 

Mrs. Borron. Is this not proof of the thing that you are trying 
to do in these various areas, which is to arrive at a place where we 
have proof of the wisdom of our action. It is a very heartening 
moment to us, I can assure you. 

Mr. Srassen. You may remember Mr. William Rand, who gave a 
year of his serv ice to the Government, as my Deputy y, and was a former 
president of the Monsanto Chemical, and a citizen of Massachusetts. 
He consented to some back and head that group that went down to 
the Congo. He did an amazing job with his vision and experience. 

Mrs. Borron. Thank you very much. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Kerry. Thank you, Mr. Chairman. I, too, want to express 
my appreciation to the Governor for his fine statement, but more 
important to wish him success in his new position. 

Mr. Srassen. Thank you. 

Mrs. Keniy. Mr. Secretary, the recommendations in the mutual 
security bill were recommended by the President on, I believe, April 
20, 1955. 

May I assume from your statement that the recommendations as of 
today are identical with those recommendations made on April 20 in 
spite of the fact that there are many changes in Communist tactics in 
the world today ? 

Mr. Srassen. Yes. We have in the recommendations, of course, 
these contingency provisions. There is always the authority to, with 
consultation with Congress, modify. But the changes that have oc- 
curred in the world scene, on the one hand, have not been entirely 
unanticipated in that brief space of time, even though they have been 
quite dramatic. Secondly, we feel these recent moves of the Soviet are 

some indication of a success of the fundamental policy in which the 
mutual security program is a part. Therefore, that policy should be 
pursued, including this relationship to the neutrals or in the in- 
between peoples, with the new Soviet tactics. 

It is that the Soviet tactics are some response to the strength and 
success of free-world developments and United States policy. So, you 
pursue your policy rather than drop it at the moment it begins to show 

some success. 

Mrs. Keriy.Is there authority in this bill for the President to 
withdraw assistance to any nation when their attitude changes? I 
am speaking particularly of Yugoslavia. 
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Mr. Strassen. There is authority in the bill always for the President 
to make new determinations. I might say that in the situation iy 
Yugoslavia, it may well prove that Yugoslavia is having a greater 
influence on the Soviet Union than the Soviet Union is having on 
Yugoslavia. Yugoslavia has made greater progress in these last 4 
years In its association with the United States and the mutual security 
program than have the other Balkan countries who have been under 
Communist domination. 

No one could visit Yugoslavia and go through its countryside and 
visit its plants without being aware of the fact that this country, in 
cooperation with the United States, has more than doubled its indus- 
trial capacity from prewar and has an attitude of happiness on the 
part of its people, even though there is much more to be desired in 
the evolution of greater freedom in Yugoslavia. 

Yet, in contrast to the Soviet Union territory, it is a favorable 
picture. So we feel that United States policy has served, as we would 
now see it, than from anything that has thus far been known in fol- 
lewing through with our cooperation under the mutual-security 
program. 

Mrs. Keiiy. We realize our program has succeeded there, but the 
question is, Is Yugoslavia with the West ? 

Mr. Srassen. We believe that she continues to maintain her inde- 
pendence and her sovereignty, and that as long as she has that posi- 
tion it is in the United States interest to further her progress. 

Mrs. Ketiy. The administration still feels Yugoslavia is with the 
West ? 

Mr. Srassen. I think it is more a matter of feeling that she is inde- 
pendent and sovereign and has not lost that sovereignty through 
the Communist attempts to move back in. 

Mrs. Ketiy. I have not read the Hoover Commission report, but 
I understand from the newspapers there is a recommendation for con- 
solidation of all foreign aid, and not dispersal, both in administra- 
tion and operation. Have you anything to say on that, Governor! 

Mr. Srassen. I believe that the President’s recommendation that 
the program be divided between the Department of State and the 
Department of Defense, that there be a central integrated adminis- 
tration in the Department of State to be known as the International 
Cooperation Administration, is the wisest decision, and that any 
splintering between the major Departments would tend to decrease 
the effectiveness and efficiency of the program. 

Mrs. Ketiy. The operation will be under the new head of the Inter- 
national Cooperation Administration ¢ 

Mr. Strassen. I would say the new Director of ICA would do about 
two-thirds of what I have been doing and the other one-third would 
go to the Department of Defense, as far as the administrative rela- 
tionship is concerned. I feel that is a desirable solution, rather than 
splitting it up into a number of other departments of the Govern- 
ment. 

I think in many respects some of the most significant accomplish- 
ments have been when it is possible to take the total United States 
program in the country and fit together into a country program and 
then get the cooperation of that government in carrying that out. 
That would include things like the Battle Act, handling of refugees. 
or the use of certain commodities or certain kinds of technical coop- 
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eration in fitting it all together. By that process, I think we have 
attained the best results. 

Mrs. Kextuy. Defense support will be brought under the new 
Administrator. 

Mr. Stassen. Defense support will be under ICA. 

Mrs. Ketiy. Then there is no chance that Defense will take over 
any economic assistance ¢ 

Vir. Strassen. Not as the President’s Executive order has estab- 
lished it. 

Chairman Ricewarps. Mr. Smith. 

Mr. SmiruH. Thank you, Mr. Chairman. Mr. Secretary, over the 
weekend, of course, as Mrs. Kelly has indicated, the Hoover Commis- 
sion has made a partial report, at least, and has recommended in 
fact that there could be a easing of $360 million in the program. Do 
you agree with that statement ? 

Mr. Strassen. No: I do not. I believe that the funds recommended 
by the President are needed. That was, as near as I could tell from 
reading the report, related to the matter of the lead time that is in- 
volved in the program. 

[ know that those who do not have a thorough familiarization with 
the way the program works are always reacting adversely to the $7 
billion or $8 billion carryover. But, from my observation in the last 
214 years, the objectives of the United States in this kind of program, 
both on the military and economic side, can never be carried out 
quickly. 

When you start, as we have observed, working to get a United 
States objective halfway around the world, it is on the aver age 2 or 3 
vears from the time you decide here in Congress to do something 
until you actually get it carried out. That long lead time inevitably 
means that you have a large forward unexpended balance carried on. 
If you do not keep that forward money, then it means that you start 
to pull in on the forward policy implementation. 

When you finally ran out of money, then, you never could pick 
up the lost time, that is, if you would say a year from now we will 
then make the funds available, that we will then appropriate them, that 
intervening year that was lost would be permanently lost to the ad- 
vantage of the Communists, because you could not get the forward 
movement to pick up that loss of time. 

I thoroughly understand how people at first blush, without thor- 
oughly studying it, would think, “Well, if there is a large unexpended 
balance, why can’t we just take a chunk of it?” I understand how 
that feeling can arise. 

[ think it is, from my close study of it, an erroneous view. 

The way we get the result is by having sufficient forward money to 
do long long-term planning, and then carry it out for United States 
policy Vv. 

Mr. Smrri. Isn’t the test, Mr. Secretary, what can be delivered ? 
In other words, I think if you go ‘pack and check the history of the 
program, you will find that at no time in any fiscal year have we de- 
ivered more than $6 billion worth of material. koonien to the 
Hoover Commission report, we will have on hand approximately 
‘12.5 billion to start the new fiscal year. If the program is carried 
out along historical lines, you are not going to use more than $6 billion 
or 36.5 billion. 
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It is difficult to understand why this tremendous carryover is twice 
as much as you need. That is the question that the people are asking, 

Mr. Strassen. It is a very understandable question. But the amount 
wasn’t $12 billion. It was $8 billion. 

Mr. Smiru. But the Hoover Commission took into account the 
amount you are going to appropriate under this bill, plus this counter- 
part fund in foreign currencies, which is almost $1 billion. 

Mr. Strassen. It comes down this way. I will give you an example 
on the military side and an example on the economic side. If our Joint 
Chiefs of Staff decide this year—this is a hypothetical case—that for 
the interest of the United States it is desirable that up here in Pakis- 
tan, this crucial area, with all this wild territory over here, and with 
the Soviet right up to the north, the old Khyber Pass, if they were to 
decide this year that it was desirable that there be two wings of jet 
fighters to protect this area from possible aggressive bombers from the 
north, they could not decide and say to the Pakistanis, “We will fur- 
nish two wings of jet aircraft,” unless there was the authorization and 
appropriation of the Congress to cover it. You would not want to 
permit the executive branch to go out and make that kind of commit- 
ment unless you had passed on it and appropriated the money. 

If they were to make that decision, the time when those fighters will 
be delivered to trained pilots in Pakistan is about 4 years off. There 
is just no way you can do it quickly. You start in training pilots. You 
bring some of them over to the United States to the schools. You 
establish the school in Pakistan. You perhaps have to strengthen an 
airfield. Then, finally, you come to the day where they have gone 
through their T-33 trainers and you deliver the jet fighters. That is 
about 4 years off. In the meantime, at the end of each fiscal year, this 
money is an unexpended item at the end of that fiscal year, and it is 
a part of this $8 billion until finally you carry it out. 

Or take a different kind of situation. Suppose we decide that in 
Thailand, a stout little country that stands with us in SEATO, and 
is trying to advance in its total standard of living, that it is very 
important that their engineering school of their university be strength- 
ened and expanded so that the young Thais can start to learn engineer- 
ing as a part of the advancement of their country. 

We go to, say, Purdue or the University of Wisconsin, as a good 
engineering school, and say, “Will you help us establish engineering 
strength in Thailand ?” 

They say, “We will send a dean over to look at it and see if it can be 
done.” They send one of their deans over. He looks it over. He 
concurs with the Thai officials. It is decided they will help. It will 
be 3 or 4 years before you really get the $900,000 as an example, that 
was just voted for that purpose utilized. 

In each case, unless you start, you can never pick up the lost time, 
even though you later appropriated twice the amount of money. The 
time is an indispensable element to join with the funds to get the result. 
There is no way you can accomplish these kinds of worldwide ob- 
jectives by quick appropriation and quick expenditure. It takes pa- 
tience and persistence and long lead time to get the results. 

Chairman Ricuarps. The presumption then is, Governor, that if 
the world situation changes so that there would not be need for these 
funds, the Treasury of the United States would recapture the funds. 

Mr. Strassen. That is the point. We have done that in instances. 
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For instance, when Austria improved more than we had dared hope, 
we canceled our program of $20 million in the fall of 1953. 

As the years move along, and you find you don’t need what you 
ylan, and no other emergency need has come up—as a matter of fact, 
in each of these 3 years we have expended less than we were author- 
ized to expend under the budget. Our requests, then, of Congress have 
been less than in the first instance. 

Chairman Ricuarps. Mr. Hays of Ohio. 

Mr. Hays of Ohio. Thank you, Mr. Chairman. Governor, I would 
like to add my congratulations to those that have already been made 
for your comprehensive and lucid presentation. 

I especially was pleased to hear you put the coal program in its 
proper perspective, because I come from a coal-mining area. Last 
fall some of the headlines led the people to believe that the coal prob- 
lem was going to be solved by this. Some of us who knew something 
about it knew it wouldn’t be. I want to say we appreciate the pro- 
gram, but I am glad you pointed out it cannot solve all the ills of the 
coal industry. 

In my district I have 1 mine that could provide the whole 10 mil- 
lion tons in 1 year. 

Now to change the subject, I am a little concerned about this Yugo- 
slav situation. I believe I understood you to say that progress has 
been made there in the past 4 years, that it would be obvious and 
apparent to anyone who cared to make the comparison. You mean 
by that that the benefits of this program had trickled down to the 
mass of the people in Yugoslavia by improving their standard of 
living, their clothing, their food, and so on ? 

Mr. Strassen. That is right. Asa matter of fact, in Yugoslavia the 
Government decided less than 2 years ago that collective agriculture 
wasn’t working. They turned the land back to the peasants, gave 
the peasants a chance to go back to farm-owned agriculture. Of 
course, the peasants jumped at the chance. We have worked with the 
Government of Yugoslavia in implementing that return to agricul- 
ture of a more free and non-Comunist nature. 

That, I think, has a very deep meaning. It is very significant. 
That is one example. 

Likewise, in the evolvement of their experience in Yugoslavia, they 
no longer have the kind of central government domination of local 
industries. The local workers and the local plant managers have 
much more freedom and discretion than they have in the Communist 
system. Likewise, they have opened up Yugoslavia to tourists, and 
the people are starting to get the advantages, as they do, in driving the 
cars for the tourists, in waiting on the tourists, in selling things to the 
tourists that they are not able to get in the Communist system. So 
these evolvements, or evolutions that have occurred in Yugoslavia, 
and have occurred with the cooperation of our program there, do have 
a significant meaning when anyone looks at them, coming from the 
Soviet-Communist side of the world. 

Mr. Hays of Ohio. All the mail I am getting is saying 1 of 2 
things, either “cut the program down,” or it is directed to the Yugo- 
slav situation. That may be explained in my case because I have a 
creat many people of Serbian descent in my district who are not 
favorably inclined toward Tito and never have been. They think that 
these benefits haven’t trickled down. 
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The last time I was in Yugoslavia was before we started sending 
any aid there. I will be interested to see if it is apparent to me when 
1 get there again this fall. When I was there last, the people, when 
you could get to them, and have someone who could understand Ser- 
bian, were especially bitter about the regime and were friendly to 
America because they felt we didn’t like the regime. 

Mr. Srassen. I will be interested to know what you find when you 
do go back. It also appears that there has been a slight improvement 
in their freedom toward religion. They have partially corrected some 
of the extreme measures that they had taken against religion at one 
stage. 

Mr. Hays of Ohio. You believe further aid to Yugoslavia will be 
justified by the attitude of the Government and the propaganda value 
we will get from it? 

Mr. Srassen. Yes, I believe that the United States interests and 
the interests of the free world are served by continuing a very mod- 
erate and limited program in Yugoslavia, and keeping it under review 
as we go along. 

Mr. Hays of Ohio. You think it will pay dividends? 

Mr. Srassen. I believe so. 

Chairman Ricnarps. Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. Mr. Secretary, I want to 
join with my colleagues in complimenting you upon a very fine com- 
prehensive statement. 

One of the charts presented is labeled, “Soviet bloc intensifies eco- 
nomic warfare in 1954.” TI would like to ask you how their programs 
are being received, and what success they are having as they intensify 
this economic warfare. 

Mr. Srassen. It varies from country to country. In many coun- 
tries it isn’t far enough along for the people to know whether it is 
successful or not. 

They go in to sell them on the basis that they can do better than 
we can. Of course, you have had experience in competitive selling. 
Sometimes it is hard to have the realities of what you are accom- 
plishing stand up against the promises of what the other fellow says 
he can do. It is only when you get the two performances alongside 
that you get a better evaluation. In some cases, of course, they have 
local Communist groups that they work with. I would say that it is 
too early to tell how the Communist moves are going to be received 
by the local people. For instance, the India steel mill, how is that 
going to work out. Noone can predict today. They have a group of 
Indian engineers and officials that are supposed to go over to the 
Soviet and see what kind of mill they are going to build for them. 

Mr. Merrow. They are not giving anything without getting a 
return on it, are they ¢ 

Mr. Strassen. They take the products of the country. They agree 
to take payment usually in the products of that country, that which 
is in surplus. For example, in Ieeland they suggested indirectly that 
they might build a cement plant and that they take for payment the 
fish that the British would no longer buy from Iceland. Those are 
the kind of deals they are offering. 

Mr. Merrow. You said they are copying our point 4 program. In 
copying the point 4 program, do they make available funds for that 
program without any return? 
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Mr. StassEN. Technicians on grant. They offer technicians now 
without payment. f 

Mr. Merrow. In one of those charts that showed the Communist 
strength in the are of Asia, it seemed to be greater, if I recall it cor- 
rectly, in Japan than in these other countries. ‘There was more red 
in the chart against Japan. 

Mr. Strassen. The largest Communist Party in numbers but not 
percent 1s in Japan. I believe it is about 85,000 Communists, known 
Communist Party members. You have to have in mind that there are 
nearly 90 million people in Japan. So, the intensity of the party 
wouldn’t be much greater than it would be in other Asian countries. 

Mr. Merrow. Not greater percentagewise / 

Mr. Strassen. That is about right. It is, however, greater per- 
centagewise than in either India or Indonesia. 

Mr. Merrow. I wonder why. 

Mr. Strassen. They have done a lot of work there. 

Mr. Merrow. Are they on the gain at the present time or have 
they reached the peak and are going back? 

Mr. Strassen. About stable, I would say. 

Mr. Merrow. That is all, Mr. Chairman. 

Chairman Ricwarps. Mr. Byrd. 

Mr. Byrp. I have no questions, Mr. Chairman. Thank you. 

Chairman Ricwarps. Dr. Judd. 

Mr. Jupp. Mr. Chairman, I agree with what other members have 
said of the comprehensiveness of the Governor’s presentation. That 
was expected from him, as we in Minnesota have learned. 

[ particularly was pleased with the part of his statement regarding 
the necessity for continuing on the course we have been following. 
It was also stated so well, I thought, in the President’s remarks yester- 
day at West Point. It reminded me of what little I remember from 
my experience in World War I, namely, the axiom that the most 
profitable operation in warfare is aggressive pursuit of a retreating 
enemy. 

Obviously, our enemy is now on the defensive in various places 
wound the world. He is falling back and talking peace. Therefore, 
the most profitable thing for us to do is pursue him, keep the pressures 
on. When the Communists are winning, they are always tough. When 
they are losing, they go soft, act conciliatory. 

Contrarywise, when we are losing, we don’t waver. We are tough 

wndstrong. It is when we are winning that we go soft. 
_ Lam gratified more than anything else that apparently the admin- 
istration intends this time to keep up the pressures which are getting 
results, so as to continue those results; rather than soften up and throw 
away the strength we have spent so much and worked so long to 
build wp. 

Some people say this conference at the summit is a poker game. I 
don’t think it is a poker game, because that is partly bluff. We can’t 
blutt because they always know what our cards are. So we actually 
have to have the cards. We are getting them. I am grateful for that. 

Mr. Chairman, I am also glad that the Governor said “The most 
pressing threats to world security and stability are now centered in 
Asia.” Some of us have thought they have always been. He says fur- 
ther that “Asia is the focal point of present Communist pressure.” 
That too has been the case since the Berlin blockade in 1948. T am 
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glad it appears at last to be recognized. But I want to add a warm. 
ing. While carrying out this program in the area of Asia, we must not 
let our eyes be diverted from the Chinese giant bordering those coun. 
tries. If the Communists in China are able to succeed in consolidat- 
ing their position and fully developing their resources in materials 
and manpower, I have to predict that our programs around the periph- 
ery, good as they are, and necessary as they are, will not be ultimately 
successful. Conversely, if the hold of the Communists in China js 
weakened and ultimately broken, then the problems of these other 
countries become relatively simple. 

I have been saying that around here for 8 or 9 years and I feel com- 
pelled to repeat that warning once more. The chairman frequently 
reminds me of it. 

Concerning the method of allocating the special Presidential fund 
for the region, I think you will agree that probably the most essential 
element for the success of our Marshall plan program in Europe was 
OEEC, whereby we supported a regional plan largely developed by 
the countries themselves. They got together and cut each other down. 
They can do that much better than we can. They know more about 
their own neighbors and are tougher with each other. I understand 
that was what we sort of hoped would develop for Asia from the 
Simla Conference. At least I hoped the countries out there would get 
together, plan what was best for the whole area, and help in deciding 
what the allocation for each country was to be. However, they de- 
cided, apparently, that they all wanted bilateral programs with us. 
They can probably get more out of us that way than they could if they 
themselves worked out a program for the area. 

Mr. Strassen. We did not expect that the Simla Conference would 
set up the OKEC pattern. We were pleased that the Asian countries 
took the initiative of having the Simla Conference. It was the first 
time that economic experts of this group of countries met and actuall\ 
discussed the hard facts of their economic problems and their methods 
of development. This exchange of views, I think, was a very good 
first step. They will be meeting again late this year in Singapore 
at the Colombo session. I think they will gradually develop method: 
of increased cooperation together. We do not feel that there is the 
development of knowledge of each other and previous economic 
working together that there was in Europe. So you cannot have 
quite that same approach as we would see it. We do feel they ca 
suggest for our consideration the types of projects and the nature of 
the action that would best advance the economic success of all of them. 
We hope for that kind of constructive suggestion. We also think it 
is a mistake to try to have them move more rapidly than they are 
ready to move. Most of them had former colonial ties back to Europe. 
They are starting to look at each other as independent sovereign 
nations only in the last few years. They are beginning to develop 
their own trade and economic relations with each other. We think 
out of the beginnings of the Simla Conference will come very signifi- 
cant economic cooperation in Asia. 

Mr. Jupp. I hope you will encourage it. I think you will find the 
are able to do it faster than you believe, just as Europe did. An 
example of the need for regional planning is Japan. Her biggest 
market for textiles formerly was India. Now we have gone in wit! 
our technical assistance and enabled India to become self-sufficient 
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in textiles, and perhaps next year even export textiles. What does 
that do to Japan? 

The biggest market for Burma and Thailand rice was India. We 
helped India become self- sufficient, nearly to the point where she can 
export rice. That knocks the bottom out of Burma’s and Thailand’s 
economy. It is that kind of study of their common problems that 
we need, if we are not to create new problems at the time we are 
trying to cure old problems. 

In Europe many said they could never get together, but they did 
I urge you to press for that same pattern in Asia. 

Chairman Ricuarps. Mr. Jarman. 

Mr. Jarman. I would like to join, Governor, in the tribute to your 
excellent presentation today. 

Mr. Strassen. Thank you, sir. 

Mr. Jarman. As I understand it, under the proposed program, 
there would be an expansion of the loan over the grant policy with 
a number of our allies. I wonder if you could elaborate some on that ? 

Mr. SrasseN. Yes. We are moving forward steadily in the diree- 
tion that this committee properly urged us to move, and that is the 
increasing amount on long-term loans rather than grants. 

We will this current year exceed the minimum ceiling that the com- 
mittee placed. We will loan something more than $ 200 million. We 
intend to, the administration intends to loan the maximum next year. 
We would hope this year the committee, the Congress does not put a 
mandatory percentage on. I will tell you why. _If you say, “manda- 
torily, 25 percent,” then when we go to country X that we know is in 
a little better shi 1pe, and we say, “We want you to put 75 percent of 
your aid on loan,” they say, cw hy, Congress only said 25 percent. 
Why do you want us to go so high?” We then have a more difficult 
time of negotiating with them, that they are in a condition that they 
ought to be the highest in the loan component. 

[think from our good faith administration of the program that you 
can depend on us to get as much in loan as we can, and you make it 

easier for us to get the maximum in loan if you don’t put a fixed 
percentage on. 

Mr. Jarman. Do you contemplate that the loans will be in line 
with or comparable to the type loans that we have made in South 
America, for example the Export-Import Bank loans ? 

Mr. Strassen. They will be longer term than that. We feel if they 
ean be eligible for an Ex-Im Bank loan, then they ought to go back 
to the Ex-Im Bank and we should not fund them in this program. 
But we do work out the terms of the loan with the National Advisory 
Committee on International Monetary Policy of the United States, 
which is a committee chaired by the Treasury. Every loan we make 
is approved by this committee, headed by the United States Treasury, 
and then the management of the loan is turned over to the Ex-Im 
Bank. We think we have worked out a pretty good system there that 
ought to be continued. 

Mr. Jarman. Would you comment on the repayment picture, as to 
our South American loans? 

Mr. Srassen. The South American repayment record has been ex- 
cellent, 

Mr. Jarman. That is all, Mr. Chairman. 

Chairman Ricnarps. Mr. Fulton. 


63245—55———7 
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Mr. Fuuron. We are glad to see you here, and feel you have done, 
good job on the program. The question comes, of course, now that 
you are moving into other fields, what will be your relationship wit) 
this committee. We will be continuing an armament program for 
the defense of the United States and for all our sundry friends and 
neutrals, including Tito. You will be across the table planning dis. 
arming with the efficiency that you did here on the arms program. 
What will be the correlation of your Department of Disarmament as 
against the 3 to 4 years of funds that we are building up here in the 
foreign-aid program to do just exactly the opposite 4 

Mr. Strassen. It is a very important question you raise. I will 
answer it directly. The President has appointed me as Special Assist- 
ant to recommend to him the policies on the question of disarmament. 
One of the first things I have emphasized is that unilateral disarma. 
ment or one-sided weakness is very dangerous and, in fact, under 
present world conditions would be catastrophic. 

We could not be contemplating some hope of ending this pyramiding 
arms race, with its danger of future calamity, unless we had buil 
the kind of strength that we have been talking about this mor ning 
in the free world. 

In the approach now that the various proposals that are being made 
on the levels of arms, we will be studying through that type of policy 
which safeguards the security of the United States and will co: 
tribute something to the brightening of the ultimate prospects ‘ 
peace. Let me put it this way: In history, as you study history, 
there have been two principal circumstances under which wars have 
occurred. One is when you have international tension and disagree- 
ment, and then you have the crescendo of an arms race. The second 
is when you have tensions and disagreements and you have one side 
being weak, then you have great danger of war. 

Mr. Vorys. Section 101 of the Mutual Security Act of 1954, ina 
statement of purpose, says: 


In furnishing such military assistance, it remains the policy of the United 
States to continue to exert maximum efforts to achieve universal control of 
weapons of mass destruction and universal regulation and reduction of arma- 
ments, including Armed Forces, under adequate safeguards to protect complying 
nations against violation and evasion. 

I wish to suggest, Governor, that in your present and future efforts 
you will be carrying out a provision of law which was written around 
this committee table. 

Mr. Srassen. That is right. These are not inconsistent matters, 
but are part of the ways of the search for peace. 

Mr. Fvctron. If you believe that Yugoslavia is independent, why 
don’t we adopt a wait-and-see policy, because Tito has certainly 
changed his position openly against our own foreign policy in the 
Far East and has taken a neutral stand in the West. So, he is not 
with the United States on any foreign policy or any domestic policy. 
Under those circumstances, why do we put the big weapons in Tito’: 
hands and continue sending him jet planes? 

I represent the city of Pittsburgh. We don’t want interceptor 
planes that might go over to an enemy and reduce or destroy 
United States retalia atory airpower we have in case Russia should 
hit us as one of the major atom bomb targets of the world. We in 
Pittsburgh wish you would hold up sending jet planes while Tito is 
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playing footsy like this, or while he is trying to build a second kind 
of Comintern which makes communism profitable and shows these 
other neutral countries that it pays. 

Previously that is why Joe Stalin threw Tito out. He tried to go 
through Europe and build a rival Cominform. Now Tito is starting 
in on these present trips to do the same thing. If the United States 
has a showease of democracy in Formosa, aren’t we building for Tito 
a showcase of successful communism for neutralists? I have those 
two questions: Why keep on shipping an unstable nation jet planes 
of the latest model when we don’t like it in the United States, in the 
atom bomb territory; and secondly, why make neutralism pay ? 

Mr. Strassen. We feel it is in the United States interest that it 
always be apparent that if the Soviet Communists tried to take over 
Yugoslavia, they would have a real fight on their hands, if they tried 
to commit aggression. The powerful position up in the Yugoslavian 
mountains that Tito now has in a military way, part of which is due 
to United States arms and this program, and the defense which those 
jet interceptors could put up to meet any of the Soviet planes which 
tried to subjugate Yugoslavia, we think is in the United States in- 
terest. In other words, to help any country remain independent and 
sovereign when it is under pressure from the Soviet Communist area 
is wise foreign policy for the United States. That does not mean 
that anywhere in the world we thereby approve everything that gov- 
ernments are doing. There are many situations in parts of the world 
where governments are taking action which we would not take, and 
we would hope that they would move more toward the freedom of 
their own people, move more away from any kind of totalitarian con- 
cept. You must realize it was the Soviet Union that came back to 
Yugoslavia. They are the ones that sent their Prime Minister and 
their top Communists down to see Tito. They came down and landed 
on the airport and invited Tito to rejoin the world Communist Party. 
He rea them down. 

No one has a crystal ball that is clear enough to say what is ulti- 
mately going to happen. We feel until such time as the United States 
interests are not served we ought to be carrying on this program. Any 
time you help to decrease the strength of that power complex that 
centers in the Kremlin, you are serving the policy of the United States. 

Chairman Ricwarps. Do you have canes else in your Depart- 
ment who can safely predict the future? 

Mr. Strassen. We have a good organization, but we haven’t any- 
body who can work that one out. 

Chairman Ricuarps. Mr. Selden. 

Mr. Setpen. I have no questions, Mr. Chairman. 

Chairman Ricuarps. Mr. LeCompte. 

Mr. LeCompte. I will follow Mrs. Church. 

Chairman Ricwarps. Mrs. Church. peri 

Mrs. Cuurcu. Mr. Stassen, I hope your new capacity will bring you 
to report to this committee. I thought this morning of a college 
preparatory requirement which read, “And still they gazed and still 
the wonder grew, that one small head could carry all he knew.” IT 
would add that in this case. neither the head nor the capacity is small. 

[ would like to say personally what many of us have said privately, 
that it is an intellectual pleasure to hear you present a subject which 
is your own and about which you know so much. 
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Having said that, I am wondering whether, Mr. Chairman, if 
others would join with me in the request, we could have some testi- 
mony on the activity of the Soviet or Communist group in setting 
up a parallel program. I found the sidelights on this matter that 
you have given in answer to questions quite informative. I think that 
it would be very valuable to know what knowledge we have of their 
program. There seems to be a psychological background to what 
they are doing. It is smart to take fish, in return, which Great 
Britain is refusing any longer to buy. 

Mr. Strassen. That might be furnished in a classified memorandum 
to the committee, Mr. Chairman. 

Chairman Ricuarps. That would be fine. 

Mr. Srassen. We coordinate the information, of course. 

Chairman Ricuarps. That would be in executive session, Mrs. 
Church. You could give us a classified statement, and we could hear 
someone in executive session. 

Mrs. Cuurcu. I have one question, Governor. I have been won- 
dering whether any thought has been given to a program of develop- 
ing adequate small loans either within a country’s own resources or 
elsewhere for the support of small industrial organizations or enter- 
prises, particularly in the case of native students returning from 
this country who have been trained for such undertakings? 

Mr. Srassen. That is a very intelligent question. We are, in fact, 
conferring with a number of these governments as to a way in which 
a part of a counterpart in the country might be used for small loans, 
to help establish new small businesses in these less-developed countries. 

One of the problems has been that young men gain a college educa- 
tion and return to some of these countries and cannot acquire any 
capital to get going. If we can establish a small banking institution 
that could furnish those kind of loans, we think we could help the 
development of the country. Also, interestingly, the Communists 
tried to concentrate on recruiting those frustrated college graduates 
who haven't found a place to fit in in the country. You are touching 
on an important problem we haven’t solved. We are trying to work 
with the countries on it. 

Chairman Ricuarps. Mr. Selden. 

Mr. Setpen. You called on me. I had no questions. 

Chairman Ricuarps. Mr. Pilcher. 

Mr. Prrcuer. I have no questions. 

Chairman Ricuarps. Mr. LeCompte. 

Mr. LeCompere. I did want to commend the Governor for his fine 
statement, although I didn’t hear all of it. I came in when you were 
partly along with it. As one who has supported foreign aid straight 
through, I was wondering if the forepart of your statement had any- 
thing about aid to the North Atlantic countries? 

Mr. SrassEN. Yes. I said there would be no more economic aid to 
the original Marshall plan countries, that they are on their own feet. 

Mr. LeCompre. There is no money proposed for the North Atlantic 
countries at all? 

Mr. Srassen. No. 

Mr. LeComrre. They are balancing their budgets now and are 
better off than we are. 

Mr. Srassen. Not better off than we are. 
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Mr. LeCompre. There is a statement that the British are enjoying 
an era of prosperity greater than they ever knew before in peacetime 
and are balancing their budget. 

Mr. Srassen. Their standard of living has not come up anywhere 
near ours. 

Mr. LeCompte. We don’t anticipate bringing all the people of the 
world up to the American standard of living in the foreseeable future, 
do we 

Mr. Srassen. No. We have ended the aid to all those countries. 
It is only the more or less specialized technical assistance there, Berlin, 
Yugoslavia, and Spain are the only European countries. 

Mr. LeCompte. I was going to ask one more question quite removed 
from the European question. Do you contemplate we will still have 
to pay freight on goods shipped to the East? 

Mr. Strassen. In the voluntary agencies program; yes. 

Mr. LeCompte. Straight through? They will not even be able to 
handle the freight charges, the receiving countries? It seems to me 
that if they want the goods they ought to pay the cost of carriage of it. 

Mr. Strassen. What they will say usually is that if they pay the 
freight they want to handle the product. Every religious and chari- 
table organization would like to have the people-to-people relationship, 
and we do think that is important. Sometimes these little programs 
do cause a certain amount of criticism. You will remember some of 
the talk of the Operation Reindeer, this exchange visit of the women 
of Italy and France under Director Leopold. Some of these have 
been subject to criticism. 

This is the kind of program that I think is finally showing signs 
of defeating the Communist Party in Italy and France. The Sicilian 
election just Sunday is an example. There the Christian Democratic 
Party showed a very marked gain and was a very fine result. There 
was a time when there was a tendency to say, “We have given a lot of 
aid to Italy and France and you still have somany Communists. Has 
the program failed? Shouldn’t we just give it up?” 

We tried to think through why have we not had more friendly 
support from the people. Who have we missed in their understand- 
ing of it. We found we missed a lot of poor people. The women 
had not realized what the United States was doing and had not had 
a chance to participate. The young labor leaders had not. We tried 
to find ways to get to the people who had been missed in the big im- 
portant early programs. I think we are starting to show the warmth 
of public reaction. 

Mr. LeComrre. Through the disposal of surplus agricultural prod- 
ucts, people who are starving to death would be willing to pay the 
freight on it. 

_Mr. Srassen. They are not people who are starving to death. 

Usually what happens, Mr. LeCompte, is that we will say that in 
southern Italy you have people who have a moderately adequate diet 
but do not have a reasonably good diet. Some religious or charitable 
organization will set up a program for some school-lunch feeding 
or for some supplemental aid for a variety of diet to the local people, 
and carry on with that a type of contact that a welfare group does 
in this country. Through that, you eet a people-to-people contact. 
It isn’t a large amount of money. We do pay the freight for these 
various private organizations to send the food over. 
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Chairman Ricwarps. Mr. Williams. 

Mr. Wiuurams. Thank you, Mr. Chairman. I would like to say, 
Governor, that in my short time on this committee I think your pres- 
entation today was perhaps the most able I have heard here. 

I hope I won’t be trepassing on the tranquillity of today’s delibera- 
tion if I do frankly suggest some apprehensions. I notice you have 
confidence that the program is going to be increasingly effective. [| 
have every hope that it will. It seems to me that a program like 
this, because of its nature and the fact that we have so many people 
working in the program in very adverse circumstances abroad, depends 
in a large part on their effectiveness and their effectiveness depends 
on their morale and on their dedication. We must avoid obstacles 
which would defeat that. 

One of them, very frankly, I believe, is politics in the agency or 
excessive patronage, and to eliminate that, if possible, you remember 
last year we took 1005 in the Foreign Service Act and put it in the 
mutual security program. This is the provision that says there will 
be no political tests in recruitment. 

Following that I read in the Congressional Quarterly of February 
11 a report from Mr. Willis from the White House on the jobs-for- 
Republicans program. I noted and was very disturbed that 25 percent 
of the people placed under this program were placed in your agency. 
After that I wrote you a letter on March 21 and asked for the grade 
levels, job descriptions, full information on those 79 jobs, as well as 
on the 237 that were reported from your agency to the Republican 
National Committee. 

On May 2 I received a letter in reply from you but those questions 
were not answered. I wonder if this committee can have that infor- 
mation, the grade levels, and full description of the jobs that were 
placed through the committee? 

Mr. Srassen. Surely. But you ought to have the comprehensive 
information to cover it. In other words, I think, Mr. Williams, you 
could look into any part of our organization, and you would find in 
fact that the personnel were still a majority Democratic. In other 
words, we have done a very careful bipartisan administration. We 
have insisted upon competence. We have accepted some recommenda- 
tions from the Republican National Committee and Republican Mem- 
bers of Congress. We have checked them for competence, and if they 
ae the competence of the task that was open, we have appointed 
them. 

We perhaps have appointed in the rotation that we have about 
2,000 people in the last 214 years. Of those, something like 340 came 
from nominations that were first brought to our attention by the 
Republican National Committee or Republican Members of Congress. 
Some have actually come from Democratic Members of Congress or 
Democratic Senators. If they were competent, fitted the need, we 
appointed them. Most of them come from the broad recruitment ef- 
forts that were generally there. 

We have never held a bar to any appointment the fact that the 
individual was a Democrat. Quite the contrary. You can look at my 
top organization. You can look at them in any classification. You 
will find Democrats and Republicans serving together in this bi- 
partisan approach. 
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So, when you pinpointed and wanted me to furnish a lot of detailed 
information about the 79 who were recommended from the White 
House personnel group, then I declined to let you papain them be- 
cause I think you have to look at the total personnel policy. I do not 
think that it is wrong when the people of the country move the national 
administration from one party to the other to have a few of that 
winning party have a chance to get into the administration. 

Mr. WiuitAMs. Let me ask you briefly this: Do you feel referring 
these positions to the Republican National Committee conforms to 
the spirit of the provision in the Foreign Service Act? 

Mr. Srassen. Yes. I do not know of any law that ever said that 
you must discriminate against the members of the party of the Presi- 
dent of the country. 

Mr. Witxtams. 1005 I think you will find does say that there shall 
be no political tests, and you don’t believe there are in 

Mr. Strassen. 1005 has been strictly complied with even before it 
was passed. In other words, I have never barred people for their 
political affiliation. 

Mr. WixuiaMs. I must say you mentioned Operation Reindeer. I 
don’t feel it is pure coincidence that of the 10 people, there were 5 
couples that went on Operation Reindeer. One was a former State 
Republican chairwoman. One was a Republican National Committee 
woman from South Dakota. Another is the acting chairman of the 
Republican State committee. And one, according to my information, 
made the nominating speech for you in Chicago in 1952. 

Mr. Jupp. If you knew her, you would say she is eminently well 
qualified. 

Mr. Witurams. Maybe this is coincidence. 

Mr. Stassen. Why don’t you finish it and say one was an outstand- 
ing Democrat from Connecticut. Another was an outstanding Demo- 
crat from somewhere in the South. Sure, we had some very able 
Republican women. One was a member of the Board of Regents of 
the University of Minnesota. She does happen to be a Republican. 
Another is an outstanding woman from South Dakota. She happens 
to bea Republican. You will find other women who were Democratic. 

I do not believe that you would insist I employ Democratic National 
Committee women exclusively. 

Mr. Wixt1ams. If they are referred to the Republican committee, 
I think under the bipartisan spirit that must prevail maybe they 
should be referred to the Democratic committee too. 

Mr. Futron. Has the inquiring gentleman been refused ? 

Mr. WintraMs. I have a constitutent that went all the way through 
clearance. He had worked in the agency and was asked to go to an- 
other country to work in a marketing program there. He cleared 
ull down the line. Finally he was rejected. He was told frankly by 
people high in the administration it was because he was a Democrat. 
After he was rejected for political reasons, recruitment for this posi- 
tion continued. 

Mr. Strassen. I will check his case and let you know why he was 
turned down. You'd better give me his name outside the meeting. 

Let me tell you specifically. Let me be very frank and forthright 
with you. In taking over an administration such as this one, after 20 
years of one party in office, you do find that your personnel office in the 





98 MUTUAL SECURITY ACT OF 1955 


career service tends to be all Democratic. In other words, the regular 
personnel people by the evolution of having attained temporary 
appointments during wartime, and then later getting civil-service 
status, are Democratic in their background. 

Mr. WituiaMs. Are you saying that is true of all our aid programs? 

Mr. Srassen. I would say that is true of most departments of Gov- 
ernment, including the aid program. When you look at their person- 
nel records, you would find that they were in the publicity office of the 
Democratic National Committee, and things of that kind. Your rec. 
ords do not show whether they are party members or not, but you are 
inclined to think so if they were in the publicity office of the Demo- 
cratic National Committee, to think that they were Democrats. 

Facing that situation, and with a change in administration, and 
wanting to do a bipartisan and fair job, and then having Republican 
Members of the Senate and the House recommend people to you, you 
have to have some way of handling it. So what I did was to take a 
very competent young woman from the Republican Party of Califor- 
nia, Betty Crites, and gave her the special responsibility of following 
through on these recommendations, seeing to it that they were evalu- 
ated and then were considered over in the regular personnel office. 

I insisted from the very beginning that incompetents would not be 
condoned regardless of which political party they were from. I think 
you will find in checking that we have a highly competent organiza- 
tion. They have been doing a tremendous job around the world. 
They do have in the numbers now 340 people who were recommended, 
initially, by Republicans. 

Mrs. Bouton. Out of 2,000? 

Mr. Strassen. Yes. That doesn’t mean that the others were all 
Democrats. But it does mean that the others had no special party 
sponsorship. 

Chairman Ricwarps. Mr. Williams, your 5 minutes is up. If you 
want to pursue that subject later, you may do so. I haven’t yet taken 
up any time myself. 

These Republicake over here are getting too much pleasure out 
of your answers. During the time of the Democratic administration, 
according to my memory, and I think I am right, we had in the execu- 
tive department of the Government many leading Republicans, such 
as Secretary Bob Patterson, and Bob Lovett, Secretary of the Navy 
Knox. Then when they first passed the mutual security bill, the Re- 
publicans wouldn’t agree to it until they put Mr. Hoffman in charge. 
The Democrats were talking all over the place that there are nothing 
but Republicans running the program, and now you are saying there 
are too many Democrats. 

Mr. Strassen. I didn’t say too many. Jag 

Chairman Ricwarps. It was my position then, and it is my position 
now, that this FOA was so closely allied with what should be a bi- 
partisan foreign policy that no man or woman should be employed 
in that agency depending upon his clearance by the National Repub- 
lican Committee or the National Democratic Committee. Do you 
agree with that? 

Mr. Strassen. I agree with that. 

Chairman Ricuarps. We are together on that. 

You will admit, I believe, that the Democratic administration had 
more outstanding Republicans in positions of leadership during the 
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war, and afterward under this so-called bipartisan foreign policy, 
than the Republican administration now has outstanding Democrats. 
You will agree to that ? 

Mr. StassEN. I would say we had many outstanding Democrats that 
are noW in our service. 

Chairman Ricwarps. Mr. Adair. 

Mr. Apatr. Governor, based upon your years of experience now in 
this program, do you regard this as a permanent thing or one that 
will be with us for a considerable number of years, or are you 
able to look into the future and see any possible termination of it? 

Mr. Strassen. I think it will be with us for a considerable number of 
years unless you get an amazing change in the world picture that you 
now really could not calculate upon. 

If you got a disintegration in the Communist empire, or if you got a 
complete change of policy that was confirmed on their part, that would 
have quite a difference because then you wouldn’t need the heavy arms 
side of the program, and you would probably come down to a rather 
modest continuing technical cooperation program with less-developed 
countries. 

Mr. Aparr. Other than a situation like that, it would be your con- 
sidered opinion that we might anticipate that this program would con- 
tinue at approximately its present level for a number of years? 

Mr. Strassen. Broadly speaking, for a number of years. 

Mr. Aparr. My other question, Governor, is 

Mr. Strassen. Let me add this. You might be able to come down a 
bit in 2 or 3 three years if nothing new comes up. The two most ex- 
pensive programs now are the Korean and the Vietnam, Laos, Cam- 
bodia. ‘There you have the war damage that you are rebuilding. In 
those two programs alone is about $1 billion of your $3.5 billion. 

If you get those on their feet, then if nothing new comes up, you 
might get down toa little lower level. 

Mr. Apatr. My other question: There are many people who feel 
that we should distinguish in our assistance between those countires 
which are openly and avowedly our friends and those who maintain an 
attitude of neutralism, such as India, specifically. You have touched 
on India in 2 or 3 connections. Do you feel there is merit to the 
contention, that those countries which are openly our friends, take 
Pakistan, for example, Greece, Turkey, or the Government of China 
on Formosa, that we ought to take a different attitude toward them, a 
more generous attitude than toward India ? 

Mr. Srassen. Yes, I think we should, and we do take a more generous 
attitude toward Pakistan, particularly, having in mind their defense 
burden, as they join with us in the defense arrangements, than we do 
toward India. 

But it is in the United States interests to carry on a modest amount 
of economic cooperation with India. 

_ Mr. Aparr. India would be eligible to receive any portion of the 
*200 million economic fund which is suggested in the present bill? 
Mr. Strassen. Yes. 
Mr. Apatr. In addition to the specific amount which is allotted ? 
_Mr. Srassen. Only for projects which would be of a regional nature. 
The kind of thing you might do would be to get some project which 
would help both India and Pakistan at the same time and begin to im- 
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prove the economic relations between the two. That would be a very 
important step. f 

Mr. Aparr. In conclusion, then do I understand you to say that this 
$200 million fund is to be used only for projects which affect more 
than one nation ¢ 

Mr. Strassen. That is right. 

Chairman Ricuarps. Mr. Prouty. 

Mr. Proury. Governor, under the proposal to have military assist- 
ance and direct forces support administered by the Department of 
Defense, will that in any way increase the authority of the Depart- 
ment to determine what projects of this nature shall be carried out in 
the various countries ? 

Mr. Srassen. In part, but the entire program will continue under 
the overall supervision of the President. The total appropriation is 
to the President. One important reason for that is that it is a matter 
of such high policy when you decide to send arms or not to send arms 
or what kind of arms to a country, that it is the conclusion of the 
administration that you should keep the focal point of both respon- 
sibility and authority right in the President. He can delegate down, 
but he can arrange as to who must agree before things move, and when 
he must be advised, and things of that kind. That Presidential super- 
vision will still be there on the half that goes to defense. It also has 
an atmosphere of responsibility to the Congress right straight from 
the President. 

Mr. Provry. In other words, Defense will more or less implement 
policy ; it will not formulate it under the proposed change in the admin- 
istration of military assistance and direct forces support. 

Mr. Strassen. That is right. 

Mr. Proury. Thank you, Mr. Chairman. 

Chairman Ricuarps. Dr. Morgan. 

Mr. Morcan. Governor, I am sorry to miss your testimony. I was 
particularly interested in your remarks on coal. I missed your re- 
marks and the chart. You remember last fall you were out in my 
district as the main speaker at a coal festival, and announced the pro- 
gram of export of 10 million tons of coal under FOA. How much of 
that 10 million tons has been purchased under the program ? 

Mr. Strassen. Thus far the program purchase authorizations have 
been issued for about 4 million tons; and the level of the total United 
States exports (excluding Canada) has been raised to about 214 mil- 
lion tons per month. If we can keep the present rate we will make 
the 10 million tons expansion by October 1. We are having increased 
difficulty with shipping because the shipping costs have kept going up. 

Mr. Morean. It is really shipping costs that has delayed the pro- 
gram rather than finding uses of coal ? 

Mr. Srassen. Shipping costs have been one of the toughest parts of 
the total problem. We have moved a lot more coal than a lot of people 
said we could when we started out. That runs up to October 1. We 
may make the 10-million-ton goal. 

Mr. Morgan. By October 1 of this year? 

Mr. Srassen. Yes, from October 1 to October 1. 

Chairman Ricuarps. Mr. Bentley. . 

Mr. Bentiey. Governor, referring to this Hoover Commission 
report that was put out over the past weekend, I wonder if it would 
be possible for the FOA to furnish the committee with what you might 
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call a comparative study of the report, indicating what parts of the 
report or what part of the recommendations are embodied in your 
program and what parts you are in disagreement with, for the benefit 
of the committee between now and the time that it starts to mark up 
this bill. Would that be possible? 

Mr. Srassen. Surely. You mean, their recommendations? 

Mr. Bentiey. I would like to make that request, if I may, Mr. 
Chairman. 

Chairman Ricuarps. I was looking at another matter. 

Mr. Bentiey. I just suggested to the Governor it might be of help 
to the committee to have a comparative study by the FOA of the rec- 
ommendations contained in the Hoover Commission report, indicating 
what recommendations they may be in agreement with, what parts 
they may be in disagreement with, and their reasons therefor. 

Chairman Ricrwarps. I would like to get the clerk to make a state- 
ment on that. Have you requested that comparative study ? 

Mr. Crawrorp. No. I anticipated that such a request would be 
made by the committee this morning. 

Chairman Ricuarps. Could your office cooperate with this commit- 
tee and provide that comparative study as requested by Mr. Bentley ? 

Mr. Srassen. We will furnish you a comparison of the Hoover 
Commission recommendations and President Eisenhower’s recom- 
mendations. 

_ Chairman Ricwarps. What you really wanted was an analysis, the 
two worked together, not a whole lot of books? 

Mr. Bentiry. I didn’t want a lengthy report. I wanted to find 
out the part of the Hoover Commission report with which the program 
might be in conflict. I wanted to get the comments of FOA as to why 
the conflict exists. 

Chairman Ricuarps. Governor, will you get your force to do that? 

Mr. Vorys. It seems to me we ought to have either our staff fix it up 
or FOA fix it up in one simple statement, that is, a parallel column 
statement on the recommendations of types of aid and limitations of 
aid, the instances in which the aid is not in conformity with the Hoover 
Commission recommendations and an explanation. 

Mr. Strassen. We can work with your staff. 

Mr. Bentiey. I think the Governor understands what we want. 

(The information requested appears in the appendix on p. 785.) 

Mr. Bentiey. I have one question which I think is important. You 
would certainly say, I believe, in the Middle and Far East that the 
question of colonialism is one of burning importance to those people; 
is that correct ? 

Mr. Srassen. Correct. 

Mr. Benttry. Do you feel by our lack of open support and even our 
so-called neutral attitude to the question of colonialism in certain areas 
of Africa, where peoples are struggling for independence, that we 
are cutting the dial out from under our own feet in respect to our 
policies in the Middle and Far East ? 

Mr. Strassen. The Secretary of State has frequently indicated that 
we are endeavoring to facilitate the advance of all peoples toward 
independence and sovereignty, but to have that progress be in a sound 
and nonviolent nature. We are endeavoring at the same time to main- 
tain a free world cohesion with the United Kingdom, England, France, 
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and Belgium, and the other countries which are in the mother-country 
status. 

This is a very difficult policy to follow, a balance between these 
aspirations, on the one hand, and the interests on the other. 

The Manila Charter that was written at the time of the Manila Pact 
spells out our policy in this respect. Many times you get assailed 
from both sides, that the mother countries say we are creating too much 
unrest in their colonies, and at the same time the people in the colonies 
will say that we are not championing their freedom sufficiently. We 
have a difficult course to follow, one that in the long run will be the 
best for the peoples that are concerned and the best for the United 
States. 

Mr. Brentiey. My specific question meant, do you think the course 
we have followed so far in North Africa, specifically, is understood, 
and, if so, is supported or tolerated by the peoples who have just 
won freedom in the other parts of the world, or do you think the 
reputation we have gotten has been to our detriment ? 

Mr. Strassen. I think the peoples who have won freedoms realize 
that we have a difficult course to pursue to keep balance between the 
two. 

Mr. Benriey. Thank you. 

Chairman Ricnarps. I want to get the Governor away from here by 
12:30. He has to prepare to go to Europe. What other questions 
are there around the table? Mr. Fulton. 

Mr. Fuuron. We have almost not touched on either Israel or South 
America. Could you comment on the possibility of the use of some 
community planning or regional planning technique in South America 
and Central America? For example, the President has a $200 million 
fund to use for economic development in the are of Asia, in addition 
to the specific country programs. Why couldn’t the United States, 
when we have such good friends in Latin America that take so much 
of our exports, and are our best customers, enter into some sort of 
program of that type in Latin America on a long-range view? 

Mr. Srassen. In Latin America, South America ? 

Chairman Ricuarps. Pardon me, Governor. I would like to say 
we will meet here in executive session at 2 o’clock to hear Ambassador 
Allen. 

Mr. Srassen. In Latin America the Export-Import loans fill a 
much greater part of the need than they can or do in Asia. Likewise, 
private investment flows much more extensively. They have a larger 
direct earnings of dollar exchange through their coffee and other ship- 
ments to the United States. So, you do not have quite the same situa- 
tion in the development of Latin America as you do in Asia. 

On the other hand, they themselves are beginning to work and study 
how they can cooperate together and fit together in regional 
mechanisms. 

Mr. Fuuron. My recommendation is a substitute for the Interna- 
tional Finance Corporation, which has been proposed with $100 million 
capital. 

Mr. Srassen. Of which $35 million is to be furnished by the United 
States. 

Mr. Fuxron. Yes. My question was, Could we in this program have 
regional planning assistance, as we did originally in Europe with the 
Marshall plan; that is, supplying part of the planning help? 
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Could you tell us more about Israel ? 

Mr. Srassen. In Israel our aid is gradually declining. Israel is 
making progress. We have a very good relationship to their Govern- 
ment in carrying out our projects. They have a new mission director, 
Dr. Lincoln Hale, an outstanding educator. They have a new con- 
tract in association with New York University that I believe will 
help them in their fundamental educational advance. 

Mr. Futon. So, our aid program is working satisfactorily in 
Israel, and we are getting good cooperation from the Israel Govern- 
ment and people? 

Mr. Srassen. Yes. 

Mr. Jupp. I think the Yugoslav question puzzles and troubles peo- 
ple more than any other. People at home say, “The Kremlin doesn’t 
give anything to Tito. Yet he moves in their direction. We give 
him enormous aid, and he moves away from us. Isn’t it possible 
for us to be a little firmer in our dealings with him so that it will 
deny him the benefits of being on both sides at the same time? Why 
shouldn’t everybody want to be on both sides? I would like 
that kind of an arrangement myself. I would like to get all of both 
the Republican and Democratic votes. Our favoritism to Tito is 
hard for me to understand, let alone justify to my people. Why don’t 
we say, “Yes, we will give you this, but you have to play ball with 
us more”? Can he refuse? Where else can he get the aid? If he 
goes to the Kremlin, they will cut off his head. ° 

You seem to indicate that you believe that Khrushchev’s perform- 
ance in Yugoslavia and his carefully staged public appeal at the 
airport were on the level, designed merely to win over Tito. I strongly 
suspect that they were primarily designed to impress you and me and 
especially the Germans. 

Anything Khrushchev could do with Tito could have been done 
better privately than by this public exhibition. That was aimed 
more at the people who are their next intended victims. I think we 
take it too much at face value. I wish you could help us get this 
answer for our people. 

Mr. Srassen. I would put it this way: If we started to use the 
domineering tactics of the Communists, we would lose. I think one 
of the reasons that we are beginning to win the cold-war struggle 
is that we have not tried to insist that other countries knuckle under 
to us and do exactly what we say as a condition for being assisted 
by the United States. We are taking a more broadminded and hu- 
manitarian approach. We think it is in our United States interest 
to do so. Because Khrushchev and Bulganin went to visit Tito, 
and if we cut him off from aid and tended to drive that country into 
the arms of the Communists, then we would injure United States 
objectives. 

Mr. Jupp. I am not suggesting that we require that he knuckle 
under. But why should we build up somebody who doesn’t even pre- 
tend he ison our side? I just think it is a genius for self-deception on 
our part to build up people who openly proclaim they do not believe 
In our system, but are committed to its very opposite. 

Mr. Srassen. Congressman, suppose on the opening day of one 
of your campaigns you said to your voters, “You choose up right 
today. If you are not willing to sign up today with me, I want you 
to go on the other side.” Do you think you would win an election ? 
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That is the kind of arbitrary insistence on a complete decision in q 
very complex picture that it is not in our interest to do. 

Mr. Jupp. I do not want him to go over to the other side. I think 
this is the best way to get him closer on our side. People say that 
we must not put any strings on our aid. I think we ought to ask 
for certain basic quid pro quos as we do in all the rest of life. Every 
time you buy an automobile or get married you make a contract. You 
agree to do certain things; the other party agrees to do certain things, 
That is the way the world operates. We give him valuable aid. There 
are certain things he can do that would be helpful to us. Why not 
make such hardheaded bargains? 

Mr. Strassen. You have a good analogy. I would certainly never 
recommend that any one marry salealedls who was neutral toward 
him. That wouldn’t mean that you might not help out somebody 
who was in trouble even though they were neutral toward you. That 
is the distinction. You are not marrying these other countries. You 
are trying to work along in the United States interest on a basis of mu- 
tual respect for the sovereignty of the others. 

Mr. Jupp. You say in your statement our aid is “to strengthen 
the economic base for their defense effort,” talking about Yugoslavia. 
It may be strengthening the economic base for their defense effort. 
But it certainly 1s strengthening the economic base of the Communist 
tyranny that exists there. That is in conflict with America’s historic 
position of always standing for human freedom. I don’t think that 
can be compromised. 

People say that we mustn’t go to a conference with our minds made 
up in advance. I wish the President would frankly announce that of 
course we are not going to any conference without our minds made up 
in advance on certain things. One of those things is human freedom— 
we will not make any such agreement at the expense of that. 

Mr. Srassen. I point out to you there has been progress for freedom 
in Yugoslavia during these years of United States aid. In other 
words, there is less tyranny in Yugoslavia today than there was the 
first day United States aid began. That evolution toward more free- 
dom is something that we do urge and insist upon in every country 
in which we wow J 

You do not insist either in a colonial situation or in these varying 
degrees of freedom that exist in other governments that they must 
make themselves over in the image of the United States when your 
freedom was obtained during a couple of centuries of struggle. 

Mr. Jupp. I am not making any suggestion that they make them- 
selves over in our image. I have fought that idea as hard as anybody in 
America during all the years we were playing along with colonialism 
in Asia. I am not for kicking in the pants those who do not agree 
with us. I am for saying, if you don’t want to come along with us, 
all right. But you can’t expect us to adopt a position of building up 
that to which we are opposed. 

Mr. Furtron. Congressmen don’t pass our revolvers to people in 
the gallery so they can shoot them if they disagree with them. Why 
give these jet planes to Yugoslavia ? 

Mr. Strassen. That isn’t comparable. 

Mr. Furton. If you lived in Pittsburgh 

Mr. Srassen. As I say, it is not in the United States interest to say 
to the rest of the world, “You choose up today and sign up with us 
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or you are off our list entirely.” That would in effect throw the in- 
between peoples who are puzzled or have internal political differences 
or diverse backgrounds away from us. I think one of the reasons 
we are gaining in this cold-war struggle is that they are beginning to 
realize that there is a difference in the philosophy of America, that 
America will help a country like India in the face of criticism of our 
policies by the head of the government, that we will help a country 
like Yugoslavia stand on its own feet against the Communist threat 
even though they still have a Communist-Socialist system that is 
evolving, that we will help a country like the Republic of Korea, 
even though their forms of government and their policies are some- 
what different than ours, that we will work with Spain even though 
their form of government is rather different than ours, that we have a 
kind of respect for differences of view and the urging of progress 
toward freedom that we have in relations to each other as citizens in 
this country. 

It is bringing over in world policy more or less the fundamental 
philosophy in which this country was founded. I believe it is begin- 
ning to be successful. My point is that I think our policy in working 
with Yugoslavia, with India, with these other countries, in addition 
to working in high priority with the NATO countries, and those that 
are joining with us, is beginning to bear fruit. 

This is the thing that 1s causing the Soviet to make concessions, to 
pull its Red army out of Austria, to show some signs of yielding on 
both borders, and things of that kind. So we should not now change 
that policy when it is beginning to show some fruit. 

Mr. Jupp. I don’t think it is showing fruit substantially with Yugo- 
slavia. I helped to get American aid for Yugoslavia in the beginning. 
But I think we have been too weak all along. I have borne the brunt 
of defending aid for India, and shall continue to do so. But Yugo- 
slavia, in its international position, is definitely shifting toward 
support of the Communist bloc. 

Mr. Srassen. I do not agree with that conclusion. 

Mr. Fuuron. In the Far East, you should. 

Mr. Jupp. It has openly advocated against our policies there, the 
places where you say the greatest threat is today. 

Mr. Srassen. There are many countries that are actually joining 
with us in defense agreements who are not in agreement with us on 
Asian policy. We are trying to work that through, as you know. 
You couldn’t cross off your list everybody who didn’t agree with us on 
China. 

Mr. Jupp. Nobody is arguing that, either. We are talking about 
a specific country to which we have given lavishly. They wouldn’t 
take our F-84’s, They insisted on F-86’s. They came over and they 
decided what they would take. We bowed down and scraped. I 
would give them enough to keep them afloat. Then I would say, “If 
you make good use of a lollipop, then we will be glad to give you a 
Hershey bar. As you move further toward freedom for your people 
and opposition to the Communist conspiracy which is dedicated to 
our destruction, we will be glad to help you become still stronger by 
adding some malted milks.” 

Mrs. Bonron. Would the gentleman yield for a question? I think 
there is something in addition to just the foreign policy of a country. 
I think the fact that we have had the testimony given us that the 
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farmers now farm for themselves, and things like that, in Yugoslavia, 
is a strong point as to the result of what we have done there. 

Mr. Srassen. May I say to this committee that I realize this is 
very important discussion. I believe that it would be a tragic mistake 
if this House or this committee took Yugoslavia out of this program, 
Let me just raise a premise with you, and follow it through. It may 
be that one of the most significant dividends that we get out of this 
mutual-security program in the total of what we have done will center 
in the Yugoslav picture. Why do I say that? Our greatest danger 
is in Communists controlled by the Kremlin. That has been a mono. 
lithic, ruthless center, in which deviation has been the greatest sin, 
With purging from top to bottom, they have held together this center 
of power, and at the center they have created the most modern nuclear 
weapons. They are the threat to the free world. 

Because of the success of the United States’ program in Yugoslavia, 
and because of the continued independence of Tito in that position, 
because of the uncertainty as to what that means on their border, and 
then seeing the French and German accords over Western Europear 
Union, the top men of the Soviet Union now go down and pay court to 
the head of this Government that we have been working with. The 
archdeviationist gets the greatest attention from the Soviet system. 

What is that going to mean behind the Iron Curtain? What will 
that mean in Rumania, Bulgaria, Poland, the Ukraine? No one can 
predict. But there are set loose forces that are contrary to this mono- 
lithic nondeviationist policy that are tremendous in their significance. 
Maybe they can control that new sentiment inside their great con- 
plex. Maybe they could overcome the forces they set loose when 
they went down to call on Tito. I think they will have quite a 
problem doing it. I don’t have a crystal ball that will say what 
will happen. I do know from the whole Communist system, ani 
their entire effort to hold a monolithic central ruthless power, and 
from that power threaten the free world, that they have turned 
loose a very upsetting idea inside their territory. Their yielding 
in Austria is the same way. Their army is backing up from Austria, 
as the Secretary said the other day. What does that mean where 
other parts of the Red army is occupying foreign territory? There- 
fore, so long as Tito and his government show independence and 
sovereignty, so long as they say, “We want to be friends with the 
United States even though we are normalizing relations with the 
Soviet Union,” then I say it is in the interest of the United States 
in our own policy that we do not shift on a kind of program we 
have toward this country, because that program has evidences of 
attaining success not only in the matter I have just referred to, but 
there is evidence that it is causing success in an evolution within 
Yugoslavia toward more freedom of religion, more freedom for the 
farmers, more freedom for the merchants. 

We have a favorable evolution in the inside, and favorable events 
in the world scene occurring, and why should we upset a kind of co- 
operative relationship we have had in the aid program in Yugoslavia! 

Mr. Jupp. I agree that the No. 1 objective of our foreign policy 
should be to try to weaken and divide the Soviet bloc. Just as the 


No. 1 objective of their foreign policy is to isolate and destroy the 
United States. 
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The question is, What is the best way to weaken and divide, to help 
them or keep the pressure on? I am almost willing to predict that 
if we keep the pressure on the Kremlin they will offer to withdraw 
from all the satellites, including East Germany, providing we with- 
draw behind our borders. It will be darned hard to offset to such 
people such a dramatic offer, which will look like peace but will be 
their greatest victory. 

Mr. Burteson. Are you considering the alliance of Yugoslavia with 
Turkey and Greece ¢ 

Mr. Jupp. It is not a firm alliance. Tito is not committed to come 
to the defense of them. 

Mr. Burteson. The temptation is too great. I must ask our beloved 
friend, Dr. Judd, if his views toward Tito could possibly be influenced 
by his most recent statement regarding the turning over of Formosa 
to the mainland of China and admitting China to the U. N.? 

Mr. Jupp. No. I have made the same statement on Tito a dozen 
times, including before this committee. 

Chairman Ricuarps. May I make this observation, Doctor, along 
the line you mention: Peace is blooming all over the place now. I 
think, with you, Governor, that this is one of the most critical times 
since this first battle started against communism. 

What we do now, the things that are good, and the mistakes that we 
may make, will probably have effects on the world for at least 100 
years. We see evidence everywhere of what this program has done 
since it began. It would be tragic if just because of our prejudice 
against some particular country we should weaken, because we will 
win this fight 1f we and our allies will pursue it with strength and de- 
termination. Most of all it is going to take patience, and the Ameri- 
‘an people haven’t a superabundance of that. That is all I want to 
say. 

I want to say that was one of the most notable presentations that I 
have heard before this committee. I want to give you a pat on the 
back. We hope you will have a good trip. The committee stands 
adjourned until 2 o’clock this afternoon. We will meet in executive 
session. 

(Whereupon, at 12:45 p. m., the committee recessed until 2 p. m. 
when the committee met in executive session. ) 


(The following charts were also submitted for the information of 
the committee :) 
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AFTERNOON SESSION 


The committee convened, pursuant to call, at 2: 20 p. m.,in room G-3, 
United States Capitol, Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. The committee will come to order, please. 

Ladies and gentlemen, we will proceed with the hearings on the 
amendment to the Mutual Security Act. We are privileged to have 
with us this afternoon an old friend, Hon. George Allen, Assistant 
Secretary of State for Near Eastern, South Asian, and African Affairs 
of the Department of State. 

Mr. Secretary, will you proceed in your own way? Let me say again 
that it isa pleasure to see you here. 


STATEMENT OF HON. GEORGE ALLEN, ASSISTANT SECRETARY OF 
STATE FOR NEAR EASTERN, SOUTH ASIAN, AND AFRICAN 
AFFAIRS, DEPARTMENT OF STATE 


Mr. Auten. Thank you very much, Mr. Chairman. It is always 
2 pleasure for me to be before this committee. Ihave a prepared state- 
ment which I would be very happy to introduce into the record, with 
your permission. 

Chairman Ricuarps. That will be fine. It will be placed in the 
record at this point. You may proceed in your own way. 

Mr. Atten. Mr. Chairman and members of the committee, you 
have already heard Mr. Stassen’s testimony regarding this area and 
particularly regarding the proposal for the President’s regional fund. 
[ shall not touch on the fund except to say that I believe the time is 
opportune for the initiation of aid on the basis of a regional concept. 
This concept may open wider the door for broader regional cooperation 
in free Asia and can contribute materially to resolution of those spe- 
cic problems which make for tension among these countries. 

I shall deal today with the more general aspects of aid to the south 
Asian region, covering Afghanistan, Pakistan, India, and Nepal. 

First, let me take up the question of the importance of this region to 
us and to the free world. I need but note its location as a key area, 
linking the Near East and the Far East. It dominates the vital 
communication lines between Europe and the Far East. The coun- 
tries of south Asia contain almost one-fifth of the world’s population. 
They have some 3,000 miles of common border with the present Com- 
munist-dominated lands of Asia. 
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While largely unexplored geologically, these countries are already 
known to have important amounts of scarce materials. For example, 
south Asia contains about one-fourth of the world’s iron ore reserves, 
Last year India alone supplied the United States, in quantitative terms, 
with 41 percent of our manganese imports, 68 percent of our kyanite 
imports, 67 percent of our mica imports, and over 95 percent of our 
jute manufactures imports. 

Secondly, let us examine the present situation of these countries 
and their populations and governments—both politically and eco- 
nomically. India and Pakistan have recently become independent 
and they have established democratic forms of government. But if 
this form of government is to be maintained and to become strong, 
then the people of these countries must begin to see tangible progress 
from the point of view of their own standard of living. Independence 
has stimulated a demand for rapid economic advancement, often to 
a degree beyond the present ability of the economies of these countries 
to provide. 

he countries are determined to make the effort needed to raise their 
living standards and there is a better-than-even chance that they will 
succeed, provided, however, that they have adequate assistance from 
us in these early difficult days of their struggle. The people and their 
governments need and want our aid. They have expressed their de- 
sire for our aid in a manner reflecting dignity and self-reliance. 

Thirdly, what is the impact of communism upon these countries 
and their people? I think we must all recognize the fact that if these 
governments are unable to carry out their plans for economic better- 
ment, and if they are unable to bring tangible benefits to their people 
under a democratic system, then the claim of Communist Chinese that 
they alone possess the formula for bringing rapid economic develop- 
ment to densely populated, underdeveloped countries, will sound in- 
creasingly convincing. The Communists are well aware of this poss'- 
bility and are increasingly taking the offensive in this regard. This 
offensive has taken the form, among others, of propaganda dissemi- 
nated within these countries by disaffected groups, such as unemployed 
intellectuals. They have increased their proffers of technical as- 
sistance and are offering capital and equipment—thus showing. by 
their emulation of our program, how successful we have been. They 
are beginning to participate in the U. N. technical assistance program 
and through the Economic Commission for Asia and the Far East 
they are offering all-expense-paid “observation” trips to Russia. Rus- 
sian capital and technicians are involved in a number of major proj- 
ects in Afghanistan. 

Even if communism were not the threat which it is today, I am of 
the opinion that economic development in these countries is extremely 
important to us and is worth the effort which we are now advocating. 
I strongly believe that vast differences in standards of living consti- 
tute a constant source of irritation in international relations at a time 
when strength and cooperation are essential. I am not proposing that 
our high standard of living be lowered. Rather, I believe that the 
United States should assist these countries in raising their standards 
of living for the common good. Clearly, a healthy economy in this 
area will be to our economic advantage and in our own security in- 
terest. 
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Looking now at the individual countries of the region, let us con- 
sider India. 

There are important differences in views between ourselves and 
India on the best means of preserving the peace of Asia and the free 
world. However, I think that we should not forget the common views 
held by India and ourselves. Just the other day, Mr. Nehru said that 
in a democratic structure one could not adopt authoritarian methods 
and force things down the throats of people. He added “We cannot 
and we will not do it.” One must take cognizance also of the Indian 
Government’s firm stand on communism within India. I do not mini- 
mize the differences in attitudes on the handling of the threat of inter- 
national communism. But I respect India’s right in a free world to 
formulate its own views; and I hope that in time, within the frame- 
work of free society, the logic of our position will take hold in India. 

The Government of India is pressing forward on its own program 
of economic improvement, with what may be termed great self-re- 
liance. It is in our interest to help India in its own great effort. 

Pakistan has maintained a firm stand in favor of collective security, 
which involves the maintenance of an adequate defense force. Pak- 
istan has adhered to the Manila Pact and has concluded a mutual as- 
sistance accord with Turkey. The United States and Pakistan have 
concluded a Mutual Defense Assistance Agreement. 

Pakistan is in severe economic difficulty which it is working cou- 
rageously to overcome. Pakistan’s people and their government have 
shown their willingness and capability of tightening their belts in the 
interests of economic development. But Pakistan has a severe foreign 
exchange shortage. This limits its ability to finance development 
and essential commodity imports. 

The United States has taken extraordinary measures under the 
present mutual security program to extend emergency commodity 
and other aid to Pakistan. The amount of this emergency aid, emer- 
gency flood relief, defense support and technical assistance is some 
$72 million. In addition, the United States has also initiated agri- 
cultural commodity programs of almost $40 million in Pakistan under 
Public Law 480. 

In the interest of the most effective development use of foreign ex- 
change and Pakistan currency, the program continues commodity as- 
sistance for Pakistan as a part of increased defense support. 

In Nepal, a country which is literally, but not figuratively, over- 
looked by Communist-dominated Tibet, the United States proposes to 
initate a small development assistance program aimed at the basic 
problem of communications. The proposed development assistance 
program is also directed toward extension of the village improvement 
activity and the stimulation of small industry. These three lines of 
economic development have important implications for the economic 
and political stability of Nepal. 

In Afghanistan the Russians are carrying out technical assistance 
and other economic aid which has had considerable impact owing to 
the size, location, and relatively small population of the country. In 
Afghanistan, now that storage dams in the Helmand Valley are in 
operation, the United States technical assistance program can be of 
Immense help in the further development of the valley. While the 
full benefits of the Helmand Valley development are still some years 
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away, it can be said now that this development will stand out as prime 
evidence of how local effort can combine with United States assist- 
ance and private United States engineering know-how to benefit the 
people of the country. 

In fiscal year 1956, we should consolidate the initial successes which 
we have already achieved. We should not, by losing heart now, sac- 
rifice the gains which we have made nor the prospect for long-term 
success, now becoming apparent. Evident economic advancement is 
necessary for political stability. Our programs reach out to the peo- 
ple and demonstrate our concern and sympathetic desire to help them 
in their own great effort. The people of the area are becoming more 
self-reliant. They are determined to achieve economic improvement 
by every means at their command. United States aid programs dem- 
onstrate concretely to these people the concern and desire of the United 
States to cooperate in the building of South Asia. 

But the United States programs of assistance do more than demon- 
strate our sympathy and friendship. Our programs aid materially 
in the achievement of economic improvement and in this way serve 
the national interest of the United States. 

We are dealing today with the area which we designate as South 
Asia. That is more a designation according to the administrative 
arrangements of the State Department than according to geography. 
It includes the countries of Afghanistan, India, Nepal, Pakistan, and 
Ceylon. This is perhaps the heart of the underdeveloped area of the 
world—certainly of the free world. 

If I may make a general statement of my own justification for eco- 
nomic aid and technical assistance to such areas, I would like to do 
so. I say, “my personal views.” I certainly do not think they are 
in conflict with those of the administration in any way. However, 
among people who work at this program of economic aid and tech- 
nical assistance, each almost inevitably has a personal attitude toward 
it that is perhaps a little different from that of the next fellow. 

In my own case, I support this type of program because I am con- 
vineed that it is in the national interest of the United States to help 
build up the standards of living of underdeveloped areas. 

I think it is contrary to our national interest that such wide diver- 
gencies should continue to exist in the world. ° 

I want to emphasize my devoted support, in the first place, for the 
maintenance of the economy of the United States. That is the back- 
bone of the free world and of civilization as we know it. Anything 
that I sav on this subject is predicated on the maintenance of the eco- 
nomic welfare of the United States and the military posture and phys 
ical strength of the United States. 

But it seems to me that it is unhealthy for us to live in a world 
where our standards of living are on a tremendously higher scale 
than those of other areas. To concern ourselves with the conditions 
of the underdeveloped areas is, it seems to me, of vital importance. 

It seems to me we might as well get right into the heart of the prob- 
lems that I know are in your minds, and which are in my mind just 
as keenly. 

Some of the countries that we are going to talk about today follow 
quite a different foreign policy from that of the United States. The 
question is asked quite appropriately, it seems to me. “How do you 
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support economic aid from the American taxpayers for countries 
which follow such a diverse foreign policy from that of the United 
States?” 

This morning’s newspaper carries headlines of the reception of the 
Prime Minister of India in Moscow. Yet I have the temerity to 
come before you today supporting a request for a total of $85 million 
for the economic aid and technical assistance for India. 

The basic problem, so far as economic aid to India is concerned, 
is the same this year as it has been last year and previous years in 
which we have gone over this ground. 

Like most questions in international affairs, there are perfectly valid 
arguments on both sides of the issue. 

While I was in India a year ago, Soviet Russia sent a technical 

mission to India with 12 technicians to look into the question of build- 
ing in India a steel mill to produce steel at the rate of 1 million tons a 
year. 
* Some of our people who were involved in technical assistance and 
economic aid to India came to me and said that, in their opinion, we 
should say to the Indian Government, in all frankness, “You have to 
fish or cut bait. If you want our technical assistance, you can’t be 
flirting around with Soviet Russia. We are not going to be placed in 
the position of being in competition with a bunch of Communist tech- 
nicians coming here trying to elbow us around, nor are we going to be 
placed in the position of being blackmailed by your playing off one 
side against the other.” 

That is a tenable position to take. However, on balance, I take a 
contrary position. We have in India today, and have had for a matter 
of almost 4 years now, a going program. [Security deletion. | 

Should we suddenly—if you will permit the slang expression—“tuck 
our tail between our legs and run” as soon as 12 Soviet technicians show 
up with a plan for a steel mill? I don’t think so. It is a matter of 
Whether we are going to stay in India, it seems to me, and fight this 
Issue out, 

[ have very definitely not given up India as lost to the Iron Curtain. 
Many things have happened in India—and I don’t mind saying this 
for the record—that made me feel very unhappy during the 2 years I 
stayed in India. 

I had to read five Indian newspapers every morning at breakfast, 

and many times the editorials in those newspapers made my eggs and 
bacon have a rather sour taste. 
_ But, at the same time, India is a nation of 360 million people which 
is making a valiant effort to elevate the standard of living of the 
people. There is this advantage about India: The administrative 
caliber of the Government is good. They inherited a good, going 
organization. They have carried it on. 

While the administration encountered difficulties for a time, it re- 
newed life with the Indianization of the civil service. 

Of the underdeveloped areas that I know anything about, India has 
the best machinery and capacity, insofar as Government organization 
is concerned, to succeed in economic development. 

They have a good plan. Their economic development program 
makes sense. One of the most spectacular parts of it concerns com- 


munity development. We have supported community development 
from the start. 
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(Discussion off the record.) 

Mr. Auten. If I may, I would like to introduce at this time a state- 
ment especially prepared by Ambassador John Sherman Cooper in 
New Delhi, at his own instance and desire, in support of the program 
for India. 

Mr. CarNAHAN (presiding). It will be printed in the record at this 
point. 

(The statement referred to is as follows:) 


STATEMENT OF HON. JOHN SHERMAN COOPER, UNITED STATES 
AMBASSADOR TO INDIA 


I have actually been in India for only 9 weeks, but I feel it appro- 
priate to summarize at this time my impressions, beliefs, and hopes 
regarding American economic and technical aid to India. 

The economic advancement of the Indian subcontinent and of its 
people is of mutual importance to the United States and to India 
because in the long run a strong, independent, and democratic India 
is necessary to the preservation and development of free institutions 
throughout the rest of Asia and Africa, and contributes to their pres- 
ervation in our own country. The aid which the United States had 
voluntarily offered and India has voluntarily received has played a 
more important role in India’s economy and in the efforts of the 
Government of India to develop this economy than any absolute fig- 
ures would suggest. An outstanding example is India’s famous com- 
munity development program, to which American aid has contributed 
in the provision of supplies and technical assistance. This program of 
aided self-help has already reached 60 million people in 100,000 vil- 
lages. It has given them new hope for a better foture and has helped 
revitalize their rural economy. By the end of the second 5-year plan 
it is expected that this important program will have been extended to 
all of India’s 300 million village people. 

India is noted throughout all of Asia, and indeed the world, as an 
outstanding example of a free country which, while maintaining demo- 
cratic forms and processes of government, has pledged that govern- 
ment to do everything in its power to raise, as rapidly and as high 
as possible, the living standards of its people. This has involved a 
heavy physical and administrative burden for India. In spite of its 
minimum per capita national income, India’s tax rates are among the 
highest in the world. In spite of its many other demands for skilled 
administrators, a great number of these have been drafted to prepare 
and implement the imaginative first 5-year plan of India, and are 
now elaborating the second 5-year plan. India’s industrial produc- 
tion increased by over 18 percent during the last 12 months, and its 
agricultural production has gone up by another 11 percent in 1954 
over 1953. One cannot validly argue that the latter increase was 
primarily due to good weather conditions since both of these years 
had favorable monsoons. Both India’s industrial output and a large 
part of its agricultural output have been due to the will, determination, 
and sacrifice on the part of its people and their Government, to their 
belief in self-help, and to their determination to keep free. This has 
been accomplished, while maintaining a very conservative fiscal policy. 
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This is the kind of government and the kind of people which we 
have done our small part to help during these past crucial years. 
I say “small” only in comparison with the investments and skills 
which the Government, businessmen, and farmers of India have them- 
selves contributed to their own economy. In effective value, I be- 
lieve our help has been truly significant, particularly in the supply of 
certain technical knowledge and certain basic raw materials and 
absolutely necessary equipment which otherwise India might have 
found it difficult to obtain because of foreign exchange requirements. 

I do not want to say that India could not conceivably continue its 
economic advancement without any foreign aid at all, but I do sin- 
cerely believe that without our marginal assistance, the Government 
and the people of India would find it vastly more difficult. For one, 
[ do not think we should take this risk. I believe we should continue 
to be helpful to India in one of the most exciting and, to both India 
and the United States, most crucial battles of all the postwar period— 
the battle to maintain freedom and democracy and to attain those 
minimum standards of living without which these principles, so treas- 
ured by ourselves, can with difficulty endure. 

For these reasons I would sana support the President’s request 


to Congress for $85 million technical and development assistance for 
the fiscal year 1956; a portion of these dollars will be used for the 
import of United States surplus agricultural commodities, whose 
proceeds will in turn be used for India’s economic development, and 
2 percentage will be in the form of loans. I also hope that the 3-year 
contracting authority requested for development assistance funds will 
be approved by the Congress. This should greatly broaden the scope 


of useful projects which could be undertaken. 

We who represent the United States in New Delhi were pleased 
at the outcome of the recent Simla Conference, which brought together 
at the official level representatives of most of the Asian members of 
the Colombo Plan Consultative Committee. This Conference not 
only endorsed bilateral management of foreign aid, and thereby indi- 
cated its confidence in the good faith and purposes of the United States, 
but it also took the first step toward considering national development 
in the wider setting of regional development. 

I believe we can assume, correctly, that as the feeling of interdepend- 
ence among free Asian countries grows and as they are increasingly 
convinced that their security and progress can depend on their unity, 
the better they will be able to advance their economic development 
ind thereby maintain their political independence. If, therefore, the 
President’s regional fund is finally approved by the Congress, it 
would stimulate the gradual development on a long-term basis of 
sound, regionally orientated programs which may in turn help pro- 
mote that unity of free countries which we believe important. 

Should the United States Government, having encouraged the first 
serious consideration of regional development by mutual consultation 
among representatives of the free Asian countries, now abandon the 
concept of mutually beneficial regional development and intraregional 
trade, I believe these Asian countries would not only misunderstand 
this change of policy but would also be discouraged. I would like to 
stress again that the Simla Conference indicated no objection in 
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principle to regional programs and the stimulation of intraregional 
trade, but rather demonstrated the need for encouragement upon the 
part of the United States and other friendly countries and for time to 
develop regional thinking and regional planning of programs. 

_ I therefore also believe it would be in the interests of the United 
States Government should the Congress approve the President’s re. 
quest for a regionally orientated fund along the lines which he has 
suggested. 

Our economic aid programs have succeeded in helping to reestablish 
the economic deength of Europe. I am convinced that, with imagina- 
tion, care, and patience they can be equally successful in helping to 
create the groundwork for economic progress in free Asia, and the 
strengthening of freedom in this great area of the world. 

Finally, I would say that if we give our aid to India, struggling as 
it does for independence, freedom, and opportunity for its people, 
we should not do so in narrow terms of policy or interest. In the 
long run the freedom of India will contribute to our own freedom 
and to the hopes of mankind. If we give, as I have always believed 
our people want, out of our abundance and from our deepest humani- 
tarian impulses, our aid will be more warmly received, it will be more 
creative of good for India and for our own country and people. 

Mr. Carnauan (presiding). To divide the time, we will go around 
under the 5-minute rule for any questions that any of you may care 
to ask. 

I would like to ask: Those training centers where you train these 
leaders for the village development programs, how are they going 
at the present ? 

Mr. Auten. They are going well, although not uniformly. I think 
that is entirely natural. I have visited, I suppose, a total of about 12 of 
those centers. Some of them certainly are in much better shape 
than others. 

The Ford Foundation is taking a very active part in the support of 
these training centers. Various types of problems arise. While I 
was in India the first class graduated, after about a 6 months’ training 
course. This was entirely inadequate, but you have to do the best 
you can with a problem of this size. 

Some of the graduates didn’t find places immediately available 
where they could be used. 

Mr. CarnaHan (presiding). Was it because there were not places 
in the villages for them ? 

Mr. Auten. Partly that—partly because the planning didn’t mesh 
with the finish of the training course. Then there were also a few 
instances in which a man who had gone through the training course 
was not suited to live in the village to which he was assigned. Some- 
times the villagers didn’t like him, and sometimes he didn’t like the 
villagers. Those were exceptional cases. 

It is through trial and error, and the elimination of misfits, that 
a program of this magnitude gets started. . 

By the end of the current 5-year plan, or in 2 more years, some kind 
of work will have been started in 100,000 villages. By the end of the 
second 5-year plan, I believe it is expected that practically every 
village in India will have had some work started in it. 
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The reason they have expanded the work so much more rapidly than 
they first planned was that they didn’t realize themselves the magni- 
tude of the demand for it. 

When you get started in a village or in an area, other villages hear 
about it and they start demanding, and if they don’t get any attention 
in their village they cause trouble. 

The Government has to spread its manpower and money a good 
deal thinner than it had planned in the first go round. 

Mr. CaRNAHAN (presiding). How many training centers are in 
operation ¢ 

Mr. Auten. I would think about 40. 

Mr. CARNAHAN (presiding). Mrs. Bolton. 

Mrs. Borron. Thank you, Mr. Chairman. Mr. Secretary, we are 
glad to have you here. I was wondering if you feel that this law 
that has been passed rather recently to nationalize foreign industry 
whenever they wish to, should that keep our friendly capital from 
investing over there?) What would the effect of it be? 

Mr. ALLEN. It already has, Mrs. Bolton, been a discouragement to 
American private capital. I have talked to many American business- 
men who have been quite concerned about it. 

I have a report which has just been put before me on this subject. 
It might be of some interest to read it here. The following quotation 
is pertinent, from Prime Minister Nehru: 

I am always surprised to hear this proposal (confiscation or expropriation of 
foreign capital) being put forward repeatedly. Anything which is more un- 
thinkable, unthought of, and unrealistic I cannot imagine. We are not such 
a poor country as to go about indulging in these tactics and losing the good will 
and credit of the world. This merely brings about a hostile world, hostile 
opinion. India’s credit is much too valuable a thing to be bartered away for a 
few crores or whatever sum of money you get. 

There are various other quotations. 

Mrs. Bowron. May I ask whether the law was not passed ? 

Mr. Auten. The law was passed. It is not only a law, but an 
amendment to the Constitution. 

Mrs. Botton. He is unaware of it? 

Mr. Auten. He is aware of it. He proposed it. His intention in 
this statement I just read is to try to assure public opinion that his 
intention is not to go about confiscating or nationalizing property. 

Mrs. Bouron. He is right on the Communist line, isn’t he? He is 
just talking to, what shall I say, confuse ? 

Mr. Auten. I think there is no doubt about the fact that the Prime 
Minister has remanifested a basic socialistic trend in economic mat- 
ters. 

I talked to Prime Minister Nehru about this very subject just be- 
fore I left India. He went to some pains to point out that the orig- 
inal platform of the Congress Party issued during the last election 
was toward the national ownership or control of basic industry. 

The Indian Government hasn’t done much about that up until re- 
cently. One of the reasons they gave for the introduction of this 
new amendment to the Constitution was difficulties with certain prob- 
lems in India that don’t exist in other countries. 

An example is the land tenure system. An Indian has two types 
of land—land that he has acquired through money that he may have 
earned himself, and land which he has inherited. 
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He cannot sell land which he has inherited. That belongs to the 
family. The family holding system in India is rather like a cor. 
poration. If one shareholder of a corporation dies, that doesn’ 
mean the corporation has to pay an inheritance tax. If one member 
of an Indian family dies, the rest of the family still owns the prop. 
erty. So, the Government has difficulty in breaking up large estates 
or condemning land for public use. 

There is also the Zamindar system which was introduced by the 
British for the collection of taxes. It was a medieval type of land 
holding under the Crown. The subsoil rights are also an involved 
problem. 

These are some of the difficulties given by the Government of In. 
dia as a reason why it had to make this strenuous amendment to 
the constitution, to give the Government power to take action in these 
types of cases where otherwise they wouldn’t be able to act. I don't 
know how satisfactory an explanation that is. I merely report it. 

(Discussion off the record.) 

Mr. Zasiockt. Some are very fearful the aid and assistance that 
is given to India may add to the conflict between Pakistan and India. 

Mr. Secretary, would you care to comment whether any of the pro- 
graming in this legislation is intended to aggravate the situation be- 
tween Pakistan and India? 

Mr. Aen. I haven’t heard that question put exactly in that man- 
ner, Mr. Zablocki. 

More usually we are asked whether our military aid to Pakista 
will exacerbate relations between Pakistan and India. I have no 
hesitation in expressing the conviction that economic aid to India 
does not exacerbate relations between India and Pakistan. 

Mr. Zastockt. I am specifically referring to the water development 
projects in northern India. 

Mr. Auten. I am glad you mentioned that. We have been very 
careful not to allow our economic aid to be used for the development 
of waters which are in international dispute. 

Chairman Ricnarps. Mr. Smith. 

Mr. Smirn. Mr. Secretary, I would just like to say, before I ask 
you a question or two, this: I think we have to do our darndest to 
maintain India on our side. Next to the loss ‘of China, the loss of 
India would be next. 

It seems to me we are walking a tightrope in this present situation. 
How will a neutral India affect our national interests? 

Mr. Auten. You mean, Mr. Congressman, what value is a neutral 
India to us? 

Mr. Smirn. Yes. We are asking under this request today for 58° 
million for India. I would just like to raise the question as to whether 
or not we have a neutralized India. It looks as though we have 
How can we justify that kind of a request in view of its attitude? 

Mr. Auten. I look upon India as an underdeveloped nation of 360 
million people. The continued existence of that great area, under- 
developed and seething with the determination to enjoy and achieve 
progress and development would be unhealthy. 

I think that a neutral India is certainly a whole lot better than 
360 million Indians behind the Iron Curtain. 

Perhaps it is damning with faint praise to say that India as neutral 
is better than India behind the Iron Curtain, but I think it is per 
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fectly justifiable to say that a neutral India is preferable to a Com- 
munist India. 

Mr. Smiru. Do you think under a system of socialism that the com- 
mon people, the people at the grassroots, are going to benefit under 
that kind of system ? 

Today we are asking the private enterprise system of the United 
States to spend its fruits to support a system in India today which 
is avowedly based upon the gone of socialism. 

Mr. Atten. Mr. Smith, that seems to me to be very much the same 
question that we faced on the subject of aid to Britain when Britain 
had a Socialist government. 

India happens to have a Prime Minister today who is inclined 
rather strongly over toward the Socialist side in economic matters. 

How long India will continue to be oriented in that direction, I 
don’t know. But there is certainly the possibility, as long as a demo- 
cratic system exists, that governments can change their policies. 

Furthermore, when we speak of India as a Socialist country, we 
should remember that there are many thing about India today that 
are more ruggedly individualistic than anything you will find in the 
United States. 

Mr. Smirn. For instance? 

Mr. Auten. For instance, the stock market in Bombay needs nothing 
so much as a Securities and Exchange Act, as far as I can see. 

Business enterprises, under rugged individualism in India today, 
can launch a company, make grandiose statements about how much 
profit they are going to make, put out prospectuses, and issue stock at 
100 rupees a share. When it goes up at 150 or so, people on the 
inside can sell out quietly, then issue a statement saying they are not 
going to make profits quite as quickly as they thought and the share- 
holders will have to wait for a while for their money. 

The stock may go down to 40. Insiders buy in again. That is 
rugged individualism for you. What India needs is a little more 
“socialism,” if you want to call the Securities and Exchange Act gov- 
ernment control of enterprise. 

India is a mixed situation at the present moment. To picture it as 
being a Socialist country just because they put this new amendment 
in the constitution is not correct. 

Mr. Smiru. It remains to be seen what develops under this new 
Jaw? 

Mr. Aten. Yes, sir. 

Mr. Smrrn. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burteson. Mr. Chairman, Mr. Secretary: Except for the 
monkeys which India didn’t think we were treating properly, are 
there any other strategic raw materials which the Indian Government 
is prohibiting our procuring at this time, as they did with bauxite 
and some other things some time ago, thinking such materials might 
go into the making of a war machine ? 

Mr. ALLEN. Quite the contrary, Mr. Burleson. We are getting very 
considerable amounts of strategic material out of India. So far as 


I know, there are no strategic materials from India going to Com- 
munist countries, 
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Forty-one percent of all the manganese imported into the United 
States last year came from India, 67 percent of our mica imports, 9j 
percent of our jute manufacture imports, and so forth. 

Mr. Burreson. They are not denying us any materials for which 
we ask at the time ? 

Mr. Auien. I want to be entirely correct on this, Mr. Congressman, 
Certain materials are subject to negotiations between the United 
States and the Government of India. 

We have been satisfied with the conclusion of all those negotiations 
up to the present time. 

Mr. Burirson. As a matter of fact, possibly with the exception 
of some fibers, most of the Communist countries have about the same 
raw materials as India has, except possibly mica ? 

Mr. Auten. India has certain very valuable materials. 

Chairman Ricwarps. Mr. Merrow. 

Mr. Merrow. Mr. Secretary, we are glad to have you with us. 

It was brought out this morning that the Soviet bloc has intensi- 
fied its economic warfare beginning in 1954, and copied our point 4 
program. You spoke this afternoon about the steel technicians going 
to India. 

Is the Indian Government cooperating with the Soviet efforts there 
so that it will perhaps help the Soviet Union win the economic war- 
fare which is being intensified in that area ? 

Mr. Auuen. The actual situation, Congressman Merrow, on the 
steel proposal is that the Russians sent these 12 technicians down to 
look the ground over and to offer to make a formal proposal to the 
Government of India. 

The Government of India accepted that offer and agreed that Soviet 
authorities would go back home and draw up a definitive engineering 
scheme for the construction of this steel mill. 

The idea is that the steel mill would be a “turnkey job”; that is, 
it would be built completely and turned over to the Indians at the 
end of the job. That proposal, as far as I know, hasn’t yet been sub- 
mitted to the Indians. 

When it is submitted to the Indians, the Indians will examine it 
and will decide whether they think it is in their interest or not to go 
through with it. 

At the same time there are several other proposals for steel-mill 
construction in India. At the present time India produces about a 
million and a half tons a year, but enlargements that are already under- 
a chiefly at the Tata steel plant, will bring the total up to 2 mil- 

1on tons. 


The Indian 5-year plan calls for annual production of 6 million 
tons of steel in India. 

Tata, the famous firm from Bombay, which is generally regarded 
as a very effective and efficient industrial concern, is making plans to 
increase its own total production to 2 million tons a year. : 

There is one other existing private firm the production of which wil! 
be increased to 1 million tons a year. The dominating figure in tha! 
organization is Sir Biren Mukerjee of Calcutta. . 

For the other 3 million tons, the Indian Government has in mind 
that they will be produced by Government-owned plants. So if they 
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get the 6 million, 3 million will be produced by private industry and 
5 million by the Government. 

(Discussion off the record.) 

Mr. Merrow. You mentioned the Soviet technicians in reference to 
steel. Is the Soviet Union helping India in other fields economically, 
and, if so, how much? Anything comparable to what we have been 
putting in there? 

Mr. Auten. I don’t know of any other field at the moment that the 
Russians have entered in India. 


STATEMENT OF NORMAN S. PAUL, DEPUTY DIRECTOR FOR CON- 
GRESSIONAL RELATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION 


Mr. Pau. They have sent accounting experts into the country, in 
the statistical field. The scope of their experience has been very minor 
compared to ours in the technical field. 

Mr. Auten. They have offered Pakistan and Afghanistan a fair 
amount of technical assistance, too. 

Mr. Merrow. Wouldn’t it be entirely possible that out of these con- 
versations that are going on in Moscow, and the way this is being 
plaved, that the Soviet Union might come up with offers of technical 
aid, and so on, since they have started this economic warfare in this 
area 

Mr. Auten. I wouldn’t be surprised. I don’t suppose it is conceiv- 
able that the Russians might suddenly offer to give the Indians this 
steel mill. The proposals up to the present moment have been for a 
loan, at 244 percent. 

Mr. Merrow. Wouldn’t the Indian Government be more inclined 
to any assistance offered from Russia rather than that offered from us? 

Mr. Auten. No. It is my impression that, in keeping with their 
neutrality policy, the Indians don’t want to turn down Russian ad- 
vances on the question of technical assistance. 

I don’t know whether the Government would make a public state- 
ment of preference for technical aid from the West or from the Com- 
munist bloc, but I have every confidence that the vast majority of the 
people and officials of India would prefer technical assistance from 
the West. 

Mr. Merrow. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Kenny. Thank you, Mr. Chairman. It seems rather strange, 
Mr. Ambassador, having you here answering questions on India and 
not on Yugoslavia. 

Did I understand you to say that there are no exports of strategic 
materials from India to the U.S. S. R.? 

Mr. Auten. I can say offhand that there are practically none. 

Mrs. Ketty. What about Red China? 

Mr, Atten. The same thing. There is practically no trade between 
India and Red China or Russia. 

Mrs. Kenty. Can you tell us how much India is spending on its 
own defense program ? 

Mr. ALLEN. It is about 35 percent of its combined budget expendi- 
tures In the fiseal year 1954-55. 
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Mrs. Ketuy. Would those Indian troops, or divisions, or whatever 
you want to call them, be able to protect the northern border? (); 
are they just on the Pakistan borders? 

Mr. Aten. They are scattered around India. There is a heavy 
preponderance certainly on the Kashmir side. I might point out, 
however, that the Kashmir side is one of the most strategic areas of 
India vis-a-vis the Communist threat. 

Incidentally, there was recently an invitation by Red China for , 
lot of Indian labor leaders to come to China. 

I believe 32 were in the group. The meeting in Shanghai was in , 
room where there was a map on the wall. How the Chinese Commy- 
nists could be so stupid, I don’t know. One of the Indians went w 
and looked at the map and it showed Ladakh, which is about half of 
Kashmir, as part of Red China. 

Nine of the most prominent Indians walked out and went back to 
India. 

You asked whether their troops are mostly on the Pakistan frontier, 
Those troops in Kashmir are in a very strategic place insofar as any 
Communist threat from Tibet is concerned. 

Mrs. Ketty. Is it public knowledge that the Indians left Red China 
because of that reason ? 

Mr. Auten. That has been in the Indian press. 

Mr. Furron. Could we have a statement on that for publication’ 

Mr. Auten. We willsupply a statement on that. 

(The statement is as follows :) 


INDIAN LABOR REPRESENTATION AT THE PEKING May Day CELEBRATION, 1{5 
(RESUME OF INDIAN PRESS REPORTS CONCERNING REASONS FOR DEPARTURE OF 
INDIAN LABOR LEADERS FROM CHINA) 


Nine members of the 33-man Indian Workers delegation, invited to the 1955 
Peking May Day celebration by the Communist Chinese, curtailed their visit by 
about 2 weeks. This is the first time a considerable number of the members of 
a delegation visiting Communist China on invitation has left in protest prior to 
the end of the conducted tour. 

There are many reasons why the members of the group were irritated and 
angered during their short stay. For instance, a Chinese Communist map, whicli 
they came across, showing Nepal, Bhutan, and even Kashmir as parts of Chinese 
territory, angered them very much. They were irritated by the proposal for 
a discussion on the problems of war and peace and a ban on nuclear weapons. 
The group opposed the discussion as they considered the matter had no bearing 
on trade unionism in Asia, but they were overruled and a committee was set Up. 
At another time, they unsuccessfully opposed and rejected the idea of coordinat- 
ing the proposed Asian Trade Union Federation under a Communist Secretariat. 
The pressure tactics constantly used by the Chinese Communists disgusted them 
particularly when these tactics were used to form an Asian Trade Union Federa- 
tion to counter the work of the International Confederation of Free Trade 
Unions (ICFTU) in the Orient. 


Mrs, Ketry. What kind of an Air Force has India? 

Mr. ALLEN. They are not very strong in the air, but they are work- 
ing hard at it. One of the most effective Indian military officers 
I know is the chief of their Air For ce, Air Vice Marshal Mukerjee. 

Mrs. Keiiy. Is he the one to whom you referred ? 

Mr. Auten. Yes. He is pointing to Ladakh there. It is the green 
art. 

Mrs. Keiiy. There is a strong grouping of Communist forces 02 
the borders of India? 

Mr. Auten. The Chinese Communists are building airfields and 
strategic roads along that border north of the Himalayan Mountains, 
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linking the far-western part of China and Tibet with the sea coast of 
(China. 

Mrs. Ketiy. Do you have any comment as far as that knowledge 
is concerned on the part of Nehru or anyone / 

Mr. Atnen. Any comment that Mr. Nehru may have made on that 
subject has been in private conversations with Mr. Chou En-lai, as 
faras Lam aware. 

Mrs. Ketiy. Do you believe that if the U.S. S. R. helps in the build- 
up of steel mills in India there will be any strings attached ¢ 

Mr. Auten. I doubt if there will be any public strings that you 
can see. 

Mrs. Keity. You believe there will be ? 

Mr. ALLEN. I think it goes without saying that any activity that the 
Russians engage in of this kind will inevitably have serious political] 
implications. 

Mrs. Ketuiy. I could interpret that so far as Yugoslavia is con- 
cerned ¢ 

Mr. ALLEN. You are getting out of my field, but it seems to me that 
two things are involved. One is the strings that the giving country 
tries to attach, and the other is the receptiveness of the receiving coun- 
tries to permit strings to be attached. 

The situation, in my opinion, is somewhat different in the cases of 
Yugoslavia and India. 

Mrs. Ketuy. You seem to emphasize the fact that the psychological 
effect of the United States program favors the idea that United States 
aid is the Indians own program, the United States is permitting that 
and you recommend that point of view. 

Why are we taking that attitude? Why don’t we let the Indian 
people know all about United States assistance ? 

Mr. Auten. That is a very pertinent question, Mrs. Kelly, and one 
I think we have to face up to aluchstaby squarely. 

The most effective work we can do in technical cooperation is to 
encourage, to the extent we possibly can the idea that the people are 
doing it themselves. 

This is a debatable question, I know. How much should we try to 
let people know what Americans are doing for them. We are likely 
to reach the point very quickly of cutting the ground out from under 
ourselves if we try to claim too loudly that a program is American. If 
the Indians think foreigners are behind it, they lose interest because 
it is not their program. The Russians will face this same problem 
soon. 

We want the Indians to take hold of these programs and go ahead 
with them. The more we can encourage them to think it is their pro- 
gram, the more we will succeed. 

Mrs. Ketiy. I can’t see that point of view. 

Chairman Ricwarps. Dr. Judd. 

Mr. Jupp. Thank you, Mr. Chairman. Mr. Secretary, I couldn’t 
agree more with your last statement. We can do a lot of good if we 
don’t care whether we get all the credit. 

All along I have felt the best kind of program is the type that we 
originally worked out in Formosa, where there were 3 Chinese and 2 
Americans on a joint committee for rural reconstruction, where it was 
a partnership. They didn’t resent our suggestions because they had 
the majority, although the votes were almost never along national lines. 
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The Americans were able to give their assistance without any cloud of 
imperialism or external control, but the aid was visible through a work- 
ing together, a jointness, which, I regret, has not been followed any- 
where else around the world. This, I think, is the pattern that should 
be followed more. 

Mr. Secretary, are there any improvements in the prospects for 
agreement between India and Pakistan on their fundamental con- 
flicts ? 

Mr. Atien. I think there are some long-range chances; yes, sir. 

(Discussion off the record.) 

Mr. Jupp. Is there any change in the agitation in India with respect 
to America’s military aid to Pakistan? Is there more or less bitter- 
ness than there was a year ago? 

Mr. Auten. I would say slightly less, but very slightly. The only 
reason I say it is less is that they have gotten a bit more used to liv- 
ing with it. 

Mr. Jupp. Isn’t it true, in line with the question asked by Mr. Za- 
blocki, that even though we don’t give direct economic aid for these 
water schemes that have international complications and affect Pakis- 
tan’s water supply, nevertheless when we give aid to India elsewhere 
it allows them to divert more of their own resources to that purpose; 
so it amounts to the same thing? Isn’t that true? 

Mr. Auten. Yes, except we reserve our position of impartiality on 
the water dispute a great deal better if we are not putting American 
aid directly into irrigation developments on those disputed waters. 

I should like to point out that the Pakistanis themselves are very 
anxious to build some irrigation works on those waters, and we have 
taken the same position with Pakistan as with India. 

Mr. Jupp. For the Pakistanis to develop their water resources can’t 
hurt India, because the water has already left India to come into 
Pakistan. There is no place that rivers leave Pakistan and run into 
India; is that not correct? 

Mr. Aten. I am inclined to agree, Mr. Judd. I have argued that 
position as a matter of fact, but I do recognize that there is another 
side to it. 

As we all know, in the question of water in that part of the world, 
where water is so desperately needed, traditional laws and common 
usage and customs are very important. Where people on the land 
are already using a certain amount of water, if that water is cut off 
these people suddenly starve. There is a tremendous pressure to allow 
the continued flow of the amount already being used. If Pakistan 
builds on these rivers inside Pakistan great irrigation works and 
settles thousands of people in farms and thus establishes a vested 
right, some argument may be made by India that they are prejudic- 
ing the final conclusion of the international dispute. 

How valid that argument is, I don’t know. 

Mr. Jupp. Last year I asked about Mr. Deshmukh’s comment to 
us. The only thing in our technical assistance for which he had a 
favorable word was that he thought the student exchange program 
might have some benefit. He didn’t have another single word in 
favor of our technical assistance. Is that changed any now? 

Mr. Auten. I am surprised that Mr. Deshmukh gave that im- 
pression. 
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Mr. Jupp. I asked him three times before I could get him to say even 
that much about it. 

Mr. AtLeN. Deshmukh was the key Indian official who organized 
and called the Simla Conference of all Asiatic countries, asking them 
to come together to discuss American aid. That wouldn’t indicate 
indifference. 

Mr. Jupp. Oh, he wanted American aid, but he wanted it all in the 
form of big powerplants and dams, and the like; but not in technical 
assistance to people down at the grassroots. 

Mr. Auten. I would say the same thing to Mr. Deshmukh as to 
everybody else. ‘Technical aid in some fields is more important than 
dollars. 

Chairman Ricwarps. Mr. Donovan. 

Mr. Donovan. Mr. Secretary, I notice 67 percent of the imports into 
the United States of mica come from India. 

Mr. ALLEN. Yes, sir. 

Mr. Donovan. Who owns and controls the mica deposits and the 
mining of mica in India ¢ 

Mr. Auten. They are owned by hundreds of individual mineowners. 

Mr. Donovan. Are they English ? 

Mr. Aten. Maybe some English money is in mica mines, but the 
predominant method of mining mica in India, involving great numbers 
of very small mines, is to “gravel it out” through primitive methods. 

Mr. Donovan. Whose hands does it ultimately pass through before 
it is exported or sold to the United States ? 

Mr. ALLEN. Companies in Calcutta, Madras, and Bombay, are in 
the business of exporting mica wherever it can be sold. There are 
regular channels of commerce through which they collect the mica. 

Mr. Donovan. Are there many companies or one big company ? 

Mr. Auten. There are lots of companies. There is no one pre- 
dominant company. 

Mr. Donovan. Where are the controlling interests in those com- 
pantes, India ? 

Mr. Atten. Predominantly in India. There are 1 or 2 British firms 
engaged in the shipment of mica. I believe the most prominent ones 
are Indian. 

Mr. Donovan. For the purpose of saving time, if I asked the same 
questions about kyanite and jute, is your answer going to be sub- 
stantially the same ? 

Mr. Auten. Yes. Jute was for a long time in British hands in 
Calcutta, but the Indians have moved into the picture during the last 
30 or 40 years. 

Mr. Donovan. British interests are primarily the largest in jute? 

Mr. Auten. Certainly one of the largest jute firms now is Birla 
Bros., an Indian firm. 

Mr. Donovan. What about kyanite? 

Mr. Auten. I don’t know. Our economic expert here feels confi- 
dent that there is significant Indian participation. 

Mr. Donovan. When we set out to buy these three items, kyanite, 
mica, and jute, who do we have to negotiate with ¢ 

Mr. Auten. It isdone through private channels. Importers in New 
York deal with exporters in India. 

Mr. Donovan. Has there been any move to socialize or nationalize 
the kyanite, mica, and jute industries 
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Mr. Auten. I haven’t heard of any. 

I am just reminded that the mica industry in India, which is all in 
private hands, has been asking for Government support, especially 
the marginal mines. That hasn’t been forthcoming to any major 
extent. 

May I say along the line of your questioning about British firms 
in Salle: that while American firms are concerned over the question 
of the recent amendment to the constitution, the old British trading 
firms in India are the chief ones who are worried. 

Nehru and many high Indian officials have shown very clearly that 
they are gunning for the old trading firms. 

Mr. Donovan. On these ticklish questions of foreign policy, it is 
generally true, is it not, that the Government of Britain works hand 
and glove with other members of the British Commonwealth, specifi- 
cally, Canada, Australia, and New Zealand? What I would like to 
ask is, to what extent does the Foreign Office in England exercise any 
influence or control over the Indian member of the British Common- 
wealth ? 

Mr. Auten. I will say in all frankness, Mr. Congressman, that I am 
sometimes worried by the fact that the shoe is on the other foot too 
often. 

Mr. Donovan. In other words, you are worried 

Mr. Auten. That the influence is on London from New Delhi rather 
than vice versa on many occasions. 

Mr. Donovan. In other words, India has more influence on London 
than London has on India? 

Mr. AutLEN. That would be a more sweeping statement than I would 
subscribe to. 

Mr. Donovan. Going back to my question, the contrary is true 
with respect to Canada, New Zealand, and Australia, is it not, and 
South Africa / 

Mr. Auten. I don’t know, sir. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Fcrron. We are glad to see you here, Mr. Secretary. In our 
committee we feel you have always been a friend and a good one. In 
looking at the Government of India, I would like to justify their 
progress a little, because we should not always look at the defects of a 
government that we don’t always agree with, but we should look at 
the basics of the situation. There has been criticism of many of their 
policies, both those that the Indian Government has adopted internally 
and externally. 

We must distinguish between the criticism of policies of a foreign 
free government from a basic disagreement with other dictator-type 
governments where we disagree fundamentally on systems. For ex- 
ample, the United States is a democracy, a republic, with a broad base 
of people supporting it. I believe the same is true of India, that the 
Government of India is a government based on broad peoples’ support, 
and is a democratic government, is it not? 

Mr. ALLEN. Yes, sir. . 

Mr. Futon. Then, next on the basis of the Indian position 10 
foreign policy, they are strongly against colonialism and imperialism ‘ 

Mr. Aten. Yes, sir. 

Mr. Furron. Just as we in the United States are against those 
two premises. We had a history here shortly after we threw off the 
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yoke of colonialism that made us in America look at foreign policy 
much differently than we do now, when we have the strength and are 
one of the major powers. Is that not correct? 

Mr. ALLEN. Yes, sir. 

Mr. Fuuron. Actually, haven’t the people of India been going 
through this step-by-step progress from prejudice, ignorance, pov- 
erty, and disease, passing through colonial development into an 
industrial and a major power? While India is doing that she must 
learn, musn’t she? 

Mr. ALLEN. Yes, sir. 

Mr. Fuuron. Do you feel that the Government of India is anti- 
(ommunist at home? Because I have information that they are 
strongly anti-Communist and antidictatorship in approach on any 
of their local elections, or any of the things that come up in the 
Indian villages where Communists try to take over. 

Mr. Atten. They have been very strong. 

Mr. Furron. Hasn’t the Nehru government dealt strongly with 
any tactics of force or Communist infiltration in the whole of India? 

Mr. Auten. It has, sir. 

Mr. Furron. In your statement—and I believe that of our own Am- 
bassador—it pointed out the tremendous development and the tre- 
mendous industrial pace that India is now moving in. It is one of 
the greatest strides that any country has made, either behind or before 
the Iron Curtain, in recent years, is it not ? 

Mr. Atuen. Yes, sir. 

Mr. Futron. On the community level, with the Nehru government 
cooperating, and our cooperating with them on community and vil- 
lage development plans, this kind of development plan reaches every 
strata of society. So that it really reaches from the lowest to the 
highest. And, as far as the aiming of the Indian program is con- 
cerned, in the broad concept, it is what we in the United States want 
with this kind of a program of aid, is it not? 

Mr. Atuen. Yes, sir. 

Mr. Fuuron. In conclusion, might I say this: We are aiding Yugo- 
slavia, and some of us, as you know, have been very interested in the 
Yugoslav problem. Actually, India is a better bet for us than Yugo- 
slavia at the present time, because India, being a non-Communist 
government, and being a government dependent on democratic prin- 
ciples and free elections, must adopt broad democratic principles to 
survive as a government, or the government will be changed by the 
Indian people; is that not right ? 

Mr. Anten. The Indian Government is based on democracy ; yes, sir. 

Mr. Futron. So that the Indian Government, as distinguished from 
a dictatorship, like Tito’s in Yugoslavia, is based on the will of the 
people, and not by strong-armed tactics nor communism; is that 
orrect ¢ 

Mr. Aten. That is correct. 

Mr. Funron. And, finally, India’s Government is one which has 
uot only progressed in fostering industrial and economic development, 
but is likewise practically balancing the budget and is in sound finan- 
il condition, is it not? 

Mr. Auten, Yes, sir. 
Mr. Fuuron. Do you see any reason why we in this committee should 
nsider shutting off aid to India or countries of that neutral type 
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that are democratic countries? From my point of view, I feel when 
you have a country which might be neutral but is a democracy, we 
should therefore help it in its development to the higher standard of 
civilization and to become a better ally, which will prevent the country 
being taken over by force, or subversion. , 

Mr. Auten. I might say that I am entirely sincere in supporting 
this program. If I did not feel in my own conscience and mind that 
it was a proper and justifiable program, I would not support it. 

Mr. Furron. Thank you. 

Chairman Ricwarps. Mr. Jarman. 

Mr. Jarman. I have no questions, My. Chairman. 

Chairman Ricwarps. Mr. Adair. 

Mr. Apatr. Mr. Chairman. Mr. Secretary, as I understand it now, 
in this bill there is the $200 million fund for the President’s use in 
the area of Asia. I understood Mr. Stassen to say this morning that 
that fund would not be used for single country development but only 
where more than one country isinvolved. Is that your understanding 
of the plan? 

Mr. Auten. My understanding of the purpose of the fund is to de- 
velop programs which affect more than one country, yes. 

Mr. Aparr. And not for individual countries? 

Mr. Aten. That is right. 

Mr. Aparr. Therefore, speaking of India, a program would not be 
developed for India under this fund unless it also involved other 
countries ¢ 

Mr. Atien. Mr. Seager of FOA would like to comment. 


STATEMENT OF CEDRIC SEAGER, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Seacer. I would say, perhaps, to pinpoint that, where a project 
in any given country would be conducive to the development of better 
trade relations within an area, that would be a most proper use of the 
fund you have described. In other words, if the project in itself has 
a trade concept, or a regional developmental activity implicit in its 
implementation, then support could well derive from the fund to 
which you are referring. 

Mr. Apatr. In other words, the more than 1 country concept could 
be as remote as a trade relationship between 2 countries? It doesn’t 
need to be closer than that? 

Mr. Seacer. That is right. 

Mr. Aparr. In that connection, about the Simla Conference, what, 
in your opinion, Mr. Secretary, were the specific accomplishments 
there and, secondly, in the same connection, do you feel that confer- 
ence enhanced Nehru’s position in Asia ? 

Mr. Auten. In response to your first question, Mr. Congressman, 
I think that the chief significance of the Simla Conference was, first, 
a public demonstration, and a rather dramatic one of the earnest de- 
sire of the countries of that area, including notably India, to have 
American economic and technical assistance. 

Secondly, it was the rudimentary beginnings of thinking on the 
part of the countries of that area that they should consider their 
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economic development as a regional matter instead of a nation-by-na- 
tion matter. 

Insofar as enhancing the position of Prime Minister Nehru in 
Asia, I don’t believe that the Prime Minister’s prestige was involved 
in the Simla Conference very much one way or the other. As I men- 
tioned before, the predominant voice in the Government of India, the 
man who sebagai the conference, was the Minister of Finance, Mr. 
Deshmukh. 

Perhaps it showed that India is taking the lead in these kinds of 
matters. So, perhaps there was some increase in the prestige of India 
asa nation. I don’t believe the Prime Minister himself was involved 
one way or another, as far as his prestige was concerned. 

Mr. Aparr. Now that the $70 million is earmarked for development 
assistance, are you prepared to say specifically what that is to provide, 
or would you rather that information came from other people? 

Mr. Auten. I would like for Mr. Seager to speak to that question. 

Mr. Seacer. I will be coming to that in my presentation, if you 
wish. 

Mr. Aparr. I will waive it and get on to one other point. 

It is my understanding from recollection of previous testimony that 
India has never asked this country formally for aid in connection 
with the mutual security program, but that there have been informal 
representations, 

Mr. Atten. Mr. Congressman, I am glad you brought that point 
out, because that is an incorrect impression. Our files are full of 
formal and specific proposals by the Government of India for our aid. 
Every project that comes up in which American aid is involved has to 
be initiated by the Government of India. So there are constant re- 
quests for the Government of India for our aid all the time. 

Mr. Aparr. I am delighted to hear that, because I had the contrary 
impression. Therefore, Mr. Secretary, if in the extreme contingency 
perhaps that language were added to this bill which said that this 
fund—I am speaking of the $200 million fund—that fund would only 
be used upon direct and formal request of the governments concerned, 
would you think that would be bad, so far as the bill and the operation 
of it would be concerned ? 

Mr. Auten. I would not think so, although an adverse psychological 
reaction might result. Someone might say, “Methinks milady doth 
protest too much.” It should go without saying that we are not going 
\o cram our aid down anybody’s throat. 

If we put into an act of Congress that we are not going to give 
aid to anybody who does not ask for it, we might appear to have a 
chip on our shoulder, or else an admission that we otherwise cram 
aid down people’s throats. 

On balance, my reaction would be against such a proposal, but if the 
Members of Congress felt strongly about it, I certainly could live with 
it without any difficulty. 

Mr. Apatr. My final question is one to which Mr. Burleson adverted 
alittle while ago. It is essential to have these imports of monkeys. It 
sounds like a minor thing, but two companies in Indiana import them 
by the hundreds and thousands. If we were to write a provision into 
the law specifically requiring that India must request aid, would it 
likely irritate them to the extent that they might stop the shipment 





132 MUTUAL SECURITY ACT OF 1955 


of monkeys, which, it seems to me, is one of the most important thing 
we are getting from them? 

Mr. Auten. I don’t think so. If you wrote a provision of that 
sort into the bill, the Indians would just smile and pay no mor 
attention to it. Every time they put up a project there is a request 
for American aid. These are mutual projects. In most of the projects 
the Indians are putting up 90 percent of the money and we put up 10). 
But we have a mutual agreement between the two countries before we 
are willing to put anything into the project. 

The question of the monkeys is being handled through the negotia- 
tions by the companies, with the very urgent and earnest assistance 
of the Department of State and the American Embassy in New Delhi, 
1 think that will come out all right. 

If you are interested, you might want to know how this ditliculty 
over monkeys arose. These monkeys are often shipped from India 
by airplane to Great Britain on a British cargo plane, and transferred 
in London to an American plane for New York. 

The organization which handles these monkeys while they are in 
London—some of them are shipped in the wintertime and it may le 
cold, so that proper handling is required—is the Royal Society for 
the Prevention of Cruelty to Animals. 

They have great vans that back up to the airplane and take off 
the monkeys. On one occasion not so long ago this Society for the 
Prevention of Cruelty to Animals loaded 400 monkeys in a van and 
took them to the place where they were to go. The driver forgot to 
open the vents, and the next morning they were all dead. 

Mr. Apair. May I just say in closing that while we joke about this 
monkey situation, it is of the utmost, in connection, with our polio 
program, importance. It is one that I don’t think we dare to upset. 

Mr. Auien. I will express confidence here that that question will 
be solved satisfactorily. 

Chairman Ricwarps. Mr. Byrd. 

Mr. Byrp. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Prouty. 

Mr. Proury. Thank you, Mr. Chairman. Mr. Secretary, when you 
were Ambassador did any American military officials ever express 
opinions as to the strategic importance of India to the defense of the 
free world ? 

Mr. AuLEeN. Yes, sir; very frequently. 

Mr. Proury. They agreed it was important? 

Mr. Aten. Highly important. 

Mr. Proury. Do you think India’s attitude of neutralism may be 
influenced to some degree by a recognition of its own military inse- 
curity against possible i from Russia or Communist China! 

Mr. Auten. Very considerably, I think. One aspect that should 
be mentioned is the influence that still exists in India of Mahatma 
Gandhi. Gandhi’s policy was one of nonresistance. That succeeded 
in getting independence for India from Great Britain. Nothing 
succeeds like success; the Gandhi followers in India can point to the 
fact that the Gandhi policy did succeed in the only great case it was 
tried, so they advance that as a reason why it would succeed again. 

I personally do not subscribe to that. theory, but I think it should 
be mentioned as one of the aspects of India’s attitude today. 

Mr. Proury. Thank you, Mr. Chairman. 
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Chairman Ricwarps. Mr. Selden. 

Mr. SeupeN. Mr. Chairman. Mr. Secretary, is India concerned 
over the fact that her position of leadership in Asia might be weakened 
or even jeopardized as Communist China grows stronger ? 

Mr. Auten. I think that concerns a great many Indians. 

Mr. Sevpen. What effect does that have on their foreign policy at 
the present time ¢ 

Mr. Auten. I think it is one of the additional reasons for India’s 
neutralism. The attitude of the average Indian toward China is a 
mixture of fear and admiration. They both play a part in India’s 
foreign policy. 

Chairman Ricmarps. Mr. Pilcher. 

Mr. Pircuer. Mr. Secretary, is it true at this time that the Indian 
Government has more Communists in prison than any other country 
that we are giving economic aid to? I saw some figures the other day 
that stated that fact. 

Mr. Auten. It would be rather difficult to make such a sweeping 
statement, Mr. Congressman. I must say in all frankness that | 
think the number of Communists in prison in India has frequently 
been exaggerated. What happens is that from time to time the num- 
ber rises. Many references have been made to the fact that in Hyder- 
abad in 1949, large areas of that state were taken over by the Commu- 
nists. The Indian Government had to move in with military and 
police forces, and several thousand Communists were put in prison at 
that time. Whether any of those particular Communists are still in 
prison, I don’t know. 

If I had to make a rough guess I would say probably it wouldn't 
exceed the hundreds today. 

Mr. Prrcurr. That is all. 

Chairman Ricuarps. Mr. Williams. 

Mr. Witu1ams. Thank you, Mr. Chairman. Mr. Secretary, I was 
interested in the questions of Mr. Fulton and the answers the Secretary 
gave. I would like to be able to subscribe to all of that, but I don’t 
have enough information. You could help me perhaps by telling me 
what the per capita production increase has been in India over the 
last 3 years. 

Mr. Auten. I would like to have Mr. Seager answer that, if I may. 

Mr. Wiutu1aMs. I notice the bill provides on this regional fund that 
the President shall give preference to projects that are regional in 
nature, in other words, which involve more than one country. The 
preference is not mandatory in the bill, in other words. 

Dr. Judd this morning presented an idea that I felt was particu- 
larly sound, that regional development is probably most effective when 
the nations within the region evaluate their own needs, and then come 
to us, or we get together somehow and meet these needs. There is noth- 
ing in this bill which requires any regional evaluation on the part of 
the member nations, and, in fact, there is nothing that really invites 
them to evaluate their own needs. I wonder if there shouldn’t be. 

Mr. Atuen. Could Mr. Paul speak to that one? 

Mr. Paut. I think that any mandatory provision, Mr. Williams, 
could be quite damaging in view of the fact, as Governor Stassen ex- 
plained this morning, that the situation which the Asian countries 
find themselves is quite different than the situation in which Europe 
found itself when the OEEC was organized. It was a reconstruction 
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process. There had been a considerable amount of trade within the 
countries and an intercourse of economic sort that had been going oy 
fora longtime. Encouraging them, yes, I think it would be helpful, 
I think our position would be that anything that encourages the Asiay 
countries to get together on a more cooperative basis would be good, 
But if it is made a mandatory condition of aid, I think we would have 
considerable reservations at this time. 

Mr. Auten. There is a going concern insofar as regional develop. 
ment in Asia is concerned. There is the Colombo plan. I suppose 
you are familiar with that. 

Mr. Witutams. That is all. 

Chairman Ricuarps. Mr. Secretary, we have an expert for another 
part of the world that came in late. Mr. Vorys, have you any ques- 
tions? ; 

Mr. Vorys. Yes, Mr. Chairman. Section 303 of the law requires, 
with reference to development assistance, that the country give the 
program “full publicity.” 

When our chairman, Dr. Richards, and I arrived in India 

Chairman Ricuarps. Mr. Vorys was chairman at that time. 

Mr. Vorys. We were handed three publications concerning com- 
munity development for India, which Mr. Seager’s statement says is 
“India’s most striking achievement.” These booklets were given to 
me by the Administrator for Community Projects for the Government 
of India. 

I won’t attempt to repeat the full titles. One was the anniversary 
number of the monthly organ of the Community Projects Adminis- 
tration. It is 165 pages. Another was a report of 131 pages of the 
survey on community projects. The third was the Road to the Welfare 
State, a booklet aimed to bring out the revolutionary character of the 
program for community projects and national extension services. 

There wasn’t a single reference to United States aid in these three 
publications. 

We were also handed a pamphlet put out by the USIA. One was 
entitled, “What Are the Facts About American Aid to India?” This 
is the last paragraph: 





America wants no gratitude for its aid. Rather, the American people will 
feel more than repaid if India succeeds. If the Indian people grow in prosperity 
and strength and progress, every child, every parent in the United States will 
give deep thanks that India hy developing a strong, progressive fellow democracy 
has helped to bring about a more stable peaceful world. 

Our new Ambassador to India in his statement says that if we give 
our aid to India, “we should not do so in narrow terms of policy or 
interest.” 

If our aid doesn’t involve any policy or interest, and if India obvi- 
ously does not follow the agreement to give publicity to the program, 
but, as you said in your statement, we ought not to emphasize pub- 
licity but make them think their program is their own, just what 
do we get out of it, and why do our representatives apparently ignore 
the provisions laid down in the law ? 

Mr. Auten. Mr. Vorys, you have asked a very direct question, and 
have supported your question with impressive testimony. I read the 
Indian publications that you referred to quite constantly during MY 
time in India. 

This background ought to be kept in mind, I think. The man who 
had most to do with starting the community development projects 
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now going on in India was an American by the name of Horace 
Holmes. ‘He was hired by the Indian Government. He is a selfless 
man and one of the best of these technical cooper ation men I knew 
of anywhere. Horace started off in a community southeast of New 
Delhi. It was really the sparkplug that set this whole thing on fire. 
Unfortunately, an American magazine writer who had a flair for the 
dramatic and who was writing "for the American public, went out 
there, found out about this, took a lot of photographs of Horace 
Holmes, spread it over the whole pages of this magazine, and the con- 
cept was that here was an American farm boy who had gone out to 
India and stirred up the Indians and started this whole driv e, and it 
was all an American initiative. 

That was so unfortunate in Horace Holmes’ case that it took him 
j years to live it down in India, because the Indians felt that here was 
aman who was going out and saying that Americans were doing 
everything in India. The Indian publications that you have referred 
tohave been le: aning over backward since that time. I think we should 
encourage them to feel that this is an Indian project and that the 
Indians are taking it over. 

We have to hue a narrow line between our desire to have the Indians 
know that the American taxpayers’ money is going into their projects 
and our desire to make it succeed. The best way to make it succeed 
is to make the Indians feel it is their own project and that we are 
uerely supplementing it. 

The question of American aid to India has been debated so fully 
in the Indian press, the international press, and the United States 
Congress. that as far as publicity is concerned, the Indian public is 
well aware that America is giving aid to India. 

When the subject becomes controversial, you get much more pub- 
heity about it. I don’t feel, Congressman Vorys, that there is any 
lack of knowledge on the part of the Indian people of American assist- 
ance. I have been in too many Indian villages. As soon as they find 
that the American Ambassador has come, they want to talk about the 
community development system. 

As regards the quotation you read from the American pamphlet, 

I was embarrassed when you brought it to my attention in New 
Delhi. At the same time, I was appreciative of your having picked 
itout. I found out that that pamphlet had been discarded 12 months 
before. It was drawn up before I ever got to India, obviously by 
“me man whose emotions had run away with his pen. The pamphlet 
was supposed to have been destroyed. How one of them got into the 
material that was prepared for you and your distinguished chair- 
man, [ don’t know. 

Mr. Vorys. May I say the last paragraph of Ambassador Cooper's 
statement sounds like the second verse of the same song. So the pam- 
phlet was withdrawn in vain, as far as expressing, as he says, “that 
our aid should not be in narrow terms of policy or interest. 

Thank you, Mr. Chairman. 

Chairman RicuHarps. You were just wondering what the third 
stanza will be. 

We have one more witness this afternoon. Every member of the 
coumittee has been called on. 

_Mr. Jupp. Mr. Chairman, I want to ask a question about Ceylon. 
¢ other day I had a conversation with the Ceylon Ambassador. 1 


‘} 
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told him our Far East subcommittee is planning to go to Ceylon mp 
fall. Nobody has gone there heretofore. We bypass it because it ; 
notrouble. We just give to the wheels that squeak loudest. 

He expressed gratitude that we are planning to go. Then in effec, 
he said, “What is the advantage of being on America’s side! We have 
stood with you and the free world at considerable cost.” He gave sey- 
eral striking examples. Yet we have not sent even a commission to 
survey their needs in Ceylon, let alone do anything to help them wit) 
—— rather acute pr oblems. 

I said, “Would it help if we sent a commission over to survey your 
situation ?” 

He said, “It would help enormously, even if you didn’t give us any- 
thing. If there was some evidence just that Ceylon exists and i 
fr iendly toward the free world, it would be of the greatest benefit to 
us.” 

Of course, I think they would like a little money, too. I think ther 
is a certain amount of truth in what he said. It is this same old busi- 
ness that we sometimes ignore steadfast friends while helping others 
who aren’t as fully on our side. He went into the business of Ceylon 
rubber for Chinese rice. He gave a good explanation of it. But why 
punish Ceylon for selling rubber to Communist China and reward 
Great Britain? Great Britain takes the rubber from other countries 
and processes it and sends it to Communist China. 

Mr. Atien. I may say, Mr. Congressman, that I would endorse 
thoroughly and with great enthusiasm the suggestion of a visit to 
Cey lon | by a group representing this very committee around this table 
I think it would be an excellent thin 

Mr. Jupp. We have that inane alvendy, 

Mr. Auten. Let me see if Iam clear. Are you asking me my att! 
tude as to economic aid to Ceylon? 

Mr. Jupp. Yes, or a survey mission to go over and consult with 
them about their problems at their request. 

Mr. Auten. That one is easy. I would support that without oo 
tation. If you insist on my answering the last question, I will s 
perhaps at the risk of having my neck chopped off with the per. 
ax that your chairman has referred to, that I favor economic aid to 
Ceylon. 

Mr. Jupp. May I inquire further if you know whether there hast! 
been some such request from the executive branch for aid to Ceylo. 

Mr. Auten. The matter has not been resolved in the executive 
branch of the Government, hence my reference to the golden ax. 

Mr. Jupp. There are some who favor it and others who oppose it 1 
the executive branch? 

Mr. Vorys. Would the gentleman yield? TI had a similar conver 
sation with the Ambassador of Ceylon. Apparently the problem i 
the Battle Act, where for a period of 2 more years there will be a clei! 
violation of the provision against sending a list of strategic material 

to Red China. That is the problem. 

Mr. Jupp. The legal prohibition on our country’s part? 

Mr. Vorys. Sometimes the executive branch thinks about legal pr 
hibitions. 

Mr. Jupp. The Battle Act hasn’t hampered it when it came to allow 
ing Great Britain to send stuff over by the millions of dollars’ wort! 
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Mr. Apair. Would it be appropriate to think about taking this $70 
million, which we have earmarked for our not-so-certain friends, and 
transferring that to people like Ceylon, who have demonstrated their 
friendship ¢ 

Mr. ALLEN. Perhaps I might clarify two things, Mr. Judd. As far 
as 1am aware, Britain is not selling rubber to Communist China. 

Mr. Jupp. Just the tires made from the rubber. 

Mr. Auten. They do sell to Eastern Europe and to Soviet Russia. 
Those tires undoubtedly find their way into China. That is just a 
slight clarification. 

Mrs. Keity. This administration refuses to put rubber on the stra- 
teaic list. 

Mr. Auten. Another point under the Battle Act is that there are 
two classes of commodities. One is called title I commodities, which 
includes atomic matters, and title II commodities, which are merely 
referred to as strategic commodities. The list of them is left to the 
executive branch of the Government to determine. It isn’t specifi- 
cally written, as I understand it, in the Battle Act that rubber is for- 
bidden. The question is whether rubber will be kept on the strategic 
list or not. 

Mr. Vorys. I stand corrected. Could I say this as to comparing 
Cevlon and India. In all of this we ought not to compare nations 
but folks. For instance, India and Israel have received comparative 
support, $277 million for India, and for Israel, $233 million. This 
amounts to 74 cents per capita in India, and $137 for Israel. Similar 
comparisons could be made throughout the program. We have to 
keep folks in mind. 

Mr. Aten. I will point out that in this year’s program we have 
$2 million down for economic aid to Pakistan. The population of 
Pakistan is about one-fifth of India. So, we are asking about five 
times as much per capita for Pakistan as for India. 

Mr. Jupp. What happened to the 1953 program of $450,000 aid to 
Ceylon? What was that? 

Mr. Paut. I don’t recall. 

Mr. Jupp. It included 18 technicians at a cost of $250,000. 

Mr. ALLen. My economic expert says it was never implemented. 
Mr. Jupp. It is a case where the Congress authorized it, and you 
didn’t carry it out because of the Battle Act? 

Mr. Paun. Yes, sir. 

Mr. Futron. Would you give us the situation in the strategic area 
ol Nepal? 

Mr. AtLen. We have scheduled a total of $2 million for Nepal, 
Sl millon for technical cooperation and $1 million for economic aid. 
I may say that I believe that is about as much as the traffic will bear 
in Nepal. It would be difficult to spend additional money there 
properly and get good results. ; 

Mr, Futron. Is there a danger of moving into some sort of economic 
dictatorship there? : 

Mr. ALLen. The situation is not very satisfactory. We can’t tell 
(ute how it is. going to move. Nepal is a very underdeveloped 
country as you know. The amount of skills available there are quite 
limited. The amount of their own funds that they could put into 
programs of this kind are severely limited. 

Mr. Jupp. May I say this off the record ? 
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( Discussion off the record.) 

Chairman RicuArps. Thank you very much, sir. We want to hear 
one more witness. I imagine if we want you later on, you will be 
available? 

Mr. Atuen. Any time. 

Chairman Ricuarps. We appreciate your coming and for your yery 
informative testimony. 

Mr. Seager is the next witness. He is the Director of the Office of 
the Near East, South Asia, and Africa. 

Mrs. Keiiy. Mr. Chairman, I don’t want to ask another question, 
I want to ask, could you endeavor to procure for the members of 
this committee the Hoover report ¢ 

Mr. Crawrorp. It was officially submitted to the Congress on Mon- 
day. It was referred the same day to this committee, and sent to 
the Government Printing Office. It is now being set up in type, 
and the Government Printing Office states that in another week or 
10 days we will have it. 

Mr. Donovan. Are there any deletions of that from the original 
form ? 

Mr. Crawrorp. We haven't seen it. 

Mrs. Keiity. Shouldn't we be able to get a few copies before we go 
further in this bill? 

Chairman Ricuarps. We will have it before we vote on this bill. 
We can't get it printed until they can print it. 

Mrs. Keiuiy. Several of my colleagues have gotten them. 

Mrs. Bouron. Where did they get it ¢ 

Mrs. Keiiy. I don’t know. 

Mr. Vorys. I have one. 

Chairman Ricuarps. How did you get it? Is it a secret? 

Mr. Vorys. I asked a newspaper fellow for it. They can get it. 

Chairman Ricnarps. What we asked for this morning was a con 
parative analysis of the recommendations. 

Mrs. Ke.ity. We ought to have the report. 

Mr. Vorys. I have my copy. 

Mrs. Ketiy. Many of our colleagues on the floor have them. 

Chairman Ricuarps. No copies of the Hoover Commission report 
have been sent to this committee—— 

Mr. Crawrerp. We haven't gotten it at all. 

Chairman Ricnarps. I thought they sent up a lot of documents! 

Mr. Crawrorp. They have given us a set of their professional 
staff studies. There are about 700 pages of the professional staf 
studies on which the task force was based, which, in turn, serves as 2 
basis from the Hoover Commission report, which was sent to the 
Congress on Monday and referred to this committee. It is now going 
through the process of being printed, proofread by the Commission. 
and so on. 

Chairman Ricuarps. It was just sent to the Congress Monday! 

Mr. Crawrorp. Yes, sir. 

Mr. Pitcurr. I have one. 

Mr. Crawrorp. We have tried. We can’t get it. « 

Mr. Vorys. It is like the Yalta papers. 

Chairman Ricuarps. We are having it printed for the information 
of the committee. We will see that you get it. 
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Mrs. Keiiy. One of my colleagues has three, and he is going to give 
me one tonight. If he has 3, 1 can’t understand why this committee 
can’t get 1 apiece. 

Chairman Ricuarps. I will do everything to make the lady happy. 
| don’t think it is right the way they have treated you. 

Mr. Seacer. Mr. Chairman and members of the committee, I have a 
statement I would like to submit for the record. 

Chairman Ricuarps. Would you like to read the statement or 
submit it for the record ¢ 

Mr. Seacer. I would like to submit it for the record and speak 
briefly. 

Chairman Ricuarps. The statement will be placed in the record 
at this point. 

(The statement referred to is as follows:) 


Mr. Chairman and members of the committee, authority to obligate $181 
million is requested for fiscal year 1956 for the countries in south Asia; namely, 
Afghanistan, India, Pakistan, and Nepal. Ceylon is normally included in the 
area of south Asia, but there are currently no mutual security programs in 
Ceylon. This amount consists of $63 million defense support for Pakistan ; $20 
million direct forces support for Pakistan; $71 million development assistance 
for India and Nepal; and $27 million for technical cooperation programs through- 
out south Asia. 

In this region reside 475 million people, that population increasing at the rate 
of 13 percent per year on the average. Greatly aggravating the political prob- 
lems in the area in the postwar period is the heavy pressure of population on 
limited resources. Large scale economic development is imperative to improve 
low-living standards and keep pace with population growth. The security in- 
terests of the United States dictate support of development efforts in the free 
countries of south Asia, so close to the reported economic advances in Communist 
China. 

INDIA 


For continuation of the United States aid program in India, we are requesting 
$70 million for development assistance and $15 million for technical cooperation. 
India is a country with about 375 million people living under the rule of a demo- 
cratic government. Despite the Indian Government’s unwillingness to aline 
itself firmly in opposition to the international Communist threat in external 
iffairs, it does firmly oppose, and successfully so, whatever domestic Communist 
influence arises in India. The United States program in India is designed to 
stimulate economic progress and thus strengthen the people’s faith in democratic 
government, Failure in this regard would be a major catastrophe for the people 
of India and the security interests of the United States. In terms of India’s 
plans to spend about $2 billion a year for economic development under the second 
\-year plan, United States assistance is small, much of it on terms of repayment 
and in the form of United States farm surpluses. But that marginal measure of 
aid has been and will continue to be important in the success of India’s efforts 
to achieve better living standards under a free government. 

The United States aid program has been designed from the outset to assist 
India in achieving the targets of its 5-year development plan. Initial emphasis 
Was on agricultural productivity where striking results have been achieved: 
food grains production has already exceeded 5-year target goals by 50 percent at 
the end of the third year. As agricultural production began to give promise of 
exceeding target goals, increasing emphasis has been placed on the industrial 
sector, 

Thus, United States aid contributed, in 1954, to much needed transportation 
rehabilitation; 75 million rupees ($15 million equivalent) from the proceeds 
of United States financed steel has been made available to augment the capital 
of the Industrial Credit & Investment Corp. of India, a privately managed cor- 
poration formed to assist industrial development through long-term loans and 
the extension of technical and management assistance. 

The community-development program, perhaps India’s most striking achieve- 
ent since independence, in which United States technicians have played a most 

63245—55——_10 
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useful role, has moved forward apace and has begun to influence the lives of 
nearly 50 million people. The realization it has brought to so many village 
communities of the possibility of a better life will continue to strain the Goy.- 
ernment of India’s capacity to meet their demands. 

Of the total $84 million program in India in fiscal year 1955, $45 million 
was extended on a loan basis. 

The total program proposed for India in fiscal year 1956 is $85 million, of 
which $70 million is for development assistance. 

Under the technical-cooperation program, aid to the community-development 
program will be continued as well as aid to the program already inaugurated 
to assist agricultural and engineering schools in India through contracts with 
eight United States universities. Attention will be given to improvement of 
public administration; this will be accomplished through the interuniversity 
contract procedure. 

Most of the development-assistance funds will be utilized to provide support to 
industrial production. Only $10 million will be used for further agricultural and 
natural resources development, the balance of United States aid being divided 
among such projects as power, industrial development (including small rural 
industries), transportation development, and flood control. Thirty million dollars 
of the aid will be provided in the form of surplus agricultural commodities to 
generate rupees to further the economic development of India. 

The Indian people are making a strenuous effort to raise their living standards 
in the world’s largest democracy. Progress has been strong and unremitting; 
yet it is well to remember that India is still a highly underdeveloped country 
and a gigantic effort is still required to raise miserably low living standards 
and to find work for more than 20 million unemployed. 


PAKISTAN 


For the United States aid program in Pakistan in fiscal year 1956, we are 
requesting $63 million for defense support ; $20 million for direct forces support; 
and $9 million for teehnical assistance. 

Pakistan has unequivocably thrown in its lot with the Western World in 
opposition to Communist imperialism. It is united with Turkey in a defense 
pact, forming an important link in the defense arrangements in Asia. Despite 
the difficulties that attend the creation of a new state, particularly acute in 
the case of Pakistan, the Government of Pakistan has evidenced a genuine 
desire to push forward a program of economic development while shoring up its 
capacity for defense. This dedication of purpose is, however, frustrated by 
economic and technological handicaps. Pakistan enjoys fewer natural resources 
than her neighbor, India, and was left, upon partition, with fewer skilled 
technicians to meet the immediate challenge of economic and military buildup 

A development program of Some magnitude was nevertheless launched, financed 
in its early stages by extraordinary foreign exchange from the high prices obtain- 
able for cotton and jute during the Korean war. The slump came in 1953-54. 
Developmental activity has continued on!y at the price of rigid austerity accom- 
panied by a sharp reduction in imports—from approximately $600 million in 
1952 to approximately $300 million in 1954. But such a shortage of consumer 
goods could not be long sustained; nor under such conditions could progress 
toward economic developmental goals be made, however courageously pursued. 

A special FOA economic mission was sent to Pakistan to determine what United 
States aid would be needed to meet the economic crisis. This mission recom- 
mended the importation of consumer goods and raw materials to the value of 
$76.5 million. The promise of this aid, together with its gradual implementation, 
retarded inflationary trends, prevented stoppages in critical industries, and 
enabled the Government to retain orderly control of the country’s economy 
while maintaining its defense strength. 

The proposed program for fiscal 1956 will help maintain a minimal flow of 
consumer goods and will sustain industrial production levels, thereby assisting 
Pakistan to attain a stronger and more diversified economy. It will assist in 
the activation of projects included in Pakistan’s long-term development plan and 
will also support the establishment of an industrial investment bank to encourage 
expansion of private capital development. 

Technical cooperation program activities will include demonstration of the 
application of fertilizer, the use of better seed and livestock, irrigation canals 
and flood control, antimalarial and TB programs. In the field of education, 
contracts have been entered into between five major United States educational 
institutions and provincial educational institutions in Pakistan. 
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AFGHANISTAN 


Two million dollars is requested for Afghanistan for a technical cooperation 
»rogram. This represents a continuation of the type of aid program underway 
in Afghanistan since fiscal year 1952. The main emphasis has been directed 
:oward the development of the Helmand Valley. This is a project of great impor- 
trance as a long-range development on which the Afghan Government has spent 
millions of its own funds and for which it has recently concluded an additional 
loan with the Export- Import Bank. 

One of the principal needs in Afghanistan is an expanded education program. 
Not more than 4 percent of the population is literate and this is reflected in the 
scarcity of Afghan technicians capable of carrying on economic development 
activities. Under a technical cooperation contract, Wyoming University has 
undertaken to provide assistance in improving the Afghan education system. 

Assistance has also been given in the field of community development, increased 
coal production, and improved mine safety measures and vocational training. 

The technical cooperation program in fiscal year 1956 will accelerate technical 
assistance projects already underway in the Helmand Valley. It will enable 
further expansion of the coal-resources project, guarantee continued support of 
a health and sanitation program, and help increase the scope of the education 
and community development programs. It is expected that the latter program 
will be launched during the year under contract with the Near East Foundation, 
whose work in Iran and elsewhere in the Near East has added so greatly to the 
welfare of village communities. 

The Afghan Government itself has contributed the equivalent of more than 
$12 million annually to development projects. From slow beginnings, a good 
foundation has been laid for further cooperative endeavor of long-term signifi- 
cance in a country still highly underdeveloped. The Afghan people are proud, 

sturdy, and independent. Their country has great strategic significance. It is 
inportant that we continue to cultivate their friendship and foster their aspira- 

tions toward a better life. With considerable potential for increased develop- 
ment Afghanistan’s dispute with Pakistan is the more deplorable because it is 
through the seaport of Karachi in Pakistan that Afghanistan’s trade routes with 
the free world lie. The advantages that would thus accrue to Afghanistan 
through settlement of the dispute and the implementation of projects designed 
to encourage better trade relations with her neighbor in the east, and with the 
free world, are not inconsiderable. 


NEPAL 


Two million dollars is requested for development assistance and technical 
cooperation in fiscal year 1956, essential for the continuation of activities jointly 
carried out during the past 3 years. Cooperative services have been established 
for improvements in public health, agriculture, irrigation, and mining. Village 
level workers are being trained in sanitation and public health measures designed 
to reduce communicable diseases. Improved farming methods are being demon- 
strated and geological explorations undertaken. 

Nepal is a small, mountainous state with about 8 million people. The Govern- 
ment of Nepal is confronted with the dual problem of trying to improve living 
standards while resisting Communist subversion from China to the north. Asa 
result, Nepal is in a state of political flux and provides fertile ground for Com- 
munist infiltration. United States aid, combined with the efforts of the Nepalese 
Government, is designed to improve living standards and, as a consequence, 
political stability. 

Mr. Sacer. The territory about which I am speaking, Mr. Chair- 
inan, is of course the territory that was represented by the Secretary in 
his testimony this afternoon, and covers an area that includes 475 
million p eople, whose population i is iner easing at the rate of 1.3 per- 
cent per year on the aver age. 

Mr. Jupp. What is the U Tnited States rate? How does that compare 
with ours? 
re SEAGER. It is about 2 or 3 percent, I think. 

Chairman Ricwarps. I thought they were more prolific than that 


down there. 
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Mr. Vorys. They die faster. 

Mr. Seacer. The average life span in the area is about 32 years. | 
don’t know what it is in the United States, about 67 or 68. 

It is, of course, an area that is conspicuous in its widespread poverty, 
conditions of great underdevelopment and populated by people who 
have tremendous aspirations for a better life, who are making a deter- 
mined effort to attain that better life, in support of which our pro- 
grams are directed. 

We are asking for authority to obligate $181 million for the area, 
broken down in the following manner: $63 million of defense support 
for Pakistan; $20 million of direct forces’ support for Pakistan ; $71 
million development assistance for India; and $27 million of technical 
cooperation programs through south Asia. 

The last figure is broken down as to $1 million for technical coopera- 
tion in Nepal, $15 million technical cooperation in India, $2 million 
technical cooperation in Afghanistan, and $9 million technical 
cooperation in Pakistan. 

Mr. Jupp. Do you have those figures somewhere ? 

Mr. Westreuat. They are on page 196 in your book. 

Mr. Seacer. With respect to India, Mr. Chairman, as I have stated, 
our request for that country is for $70 million for development assist. 
ance and $15 million of technical cooperation. That is for a country 
of 375 million people, living, as the Secretary has pointed out this 
afternoon, under a democratic government. 

In the early years of our program our aid was directed primarily 
to the agricultural sector in India. The first 5-year plan of the 
Indian Government’s two plans was directed primarily toward the 
agricultural sector. Success in the first 4 years of the plan has been 
notable. Agricultural output has increased enormously. Cereals 
output, particularly, has exceeded by far the target goals that were set 
by the Government of India. 

So outstanding was the success in the agricultural sector that some 
of the aid that we have been extending during the past year to India 
has been diverted from agriculture and increasing emphasis has been 
placed on India’s industrial development. 

Our aid in 1954, a large measure of it, was directed toward trans- 
port rehabilitation. That is part and parcel of the industrial develop- 
ment program in India. 

Then, again, an important contribution of our program during the 
past year in India has been the investment of 75 million rupees, or 
the equivalent of $15 million of steel counterpart funds, which has 
been placed in the Industrial Credit & Investment Corporation of 
India, a privately managed corporation, which was formed to assist 
industrial development through long-term loans and the extension of 
technical and management assistance. 

I might say at this point, Mr. Chairman, that this relates to the 
point that Mrs. Bolton raised earlier this afternoon in connection with 
private enterprise in India. This organization is itself a private 
enterprise which has been fully supported by the Indian Government. 

I have here, which I could submit for the record if you wish, a list 
of a large number of foreign companies which have invested in India 
and still maintain their interest in that country. 

Chairman Ricnarps. I would like to have that in the record. With- 
out objection, that will be placed in the record. 
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(The material referred to is as follows:) 


Tanie I1.—Private manufacturing and assembling enterprises in India having 
relationships with United States companies 


COMPANY IN INDIA 


Atul Products, Ltd. 

Chesebrough Manufacturing Co., Con- 
solidated 

Colgate-Palmotive (India), Ltd. 

Corn Products Co. (India), Ltd. 

Firestone Tire & Rubber Co. of India, 
Ltd. 

Mahindra & Mahindra, Ltd. 

Monsanto Chemicals of India, Ltd. 

Parke, Davis & Co. 

Pharmed, Ltd. 

Premier Automobiles, Ltd. 

Standard-Vacuum Oil Co 

Caltex India, Ltd. 

Hindustan Motors, Ltd. 

Johnston Pump Co. (India), Ltd. 

Machinery Manufacturers Corp. 

National Carbon Co. (India), Ltd. 

Pure Drinks, Ltd. 

International General 


Electric Co. 


UNITED STATES COMPANY 

American Cynamid Co. 

Chesebrough Manufacturing Co., Con- 
solidated 

Colgate-Palmolive-Peet Co. 

Corn Products Refining Co. 

Firestone Tire & Rubber Co. 


Willys-Overland Export Corp. 
Monsanto Chemical Co. 

Parke, Davis & Co. 

Smith, Kline & French International Co. 
Chrysler Corp. 

Standard-Vacuum Oil Co. 
California Texas Oil Co. 
Studebaker Corp. 

Johnston Pump Co. 

H. & B. Machine Co. 

Union Carbide and Carbon Corp. 
Coca Cola Export Co. 


International General Electric Co., Ine. 
(India), Ltd. 


Source: 


Investment in India, U. S. Department of Commerce, 1953. 

Mr, Seager. I think that will help the discussion that was sparked 
by Mrs. Bolton’s question. 

Chairman Rtenarps. And no doubt the question will come up on 


the floor. 

Mr. Seager. The Assistant Secretary spoke to you this afternoon 
about the success of the community-development program in India. 
That is regarded by many of us as perhaps India’s most striking 
achievement since independence. 

There, from the outset, our technicians have played a notable part, 
helping, as the Seeretary pointed out, to touch the lives of some 50 
million people in a program that is moving forward at a very credit- 
able: rate. 

Those of you who have visited India will surely have had intimate 
contact with that most inspiring movement. 

Of the total of our $84 million program in India in fiscal 1955, $45 
million was placed on a loan basis. During the forthcoming year we 
propose to devote more help through the technical-cooperation pro- 
gram to India’s community-development program. We will further 
assist agricultural engineering and other schools in India through 
contracts that have been negotiated with United States universities. 

The development-assistance fund, in large measure, with the ex- 
ception of $10 million for the agricultural sector, will be devoted 
toward increasing industrial production. 

hirty million dollars of this aid will be provided in the form of 
surplus agricultural commodities. 

Following these very few remarks on India, and subject to further 
questioning, Mr. Chairman, I would like to address you for a few 
ioments on the subject of Pakistan. 

There, for fiseal 1956, we are asking for $63 million in defense 
support, $20 million for direct forces support, and $9 million for tech- 
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nical assistance. Pakistan continues to be a staunch friend of ours, 
and is united with us, as you know, through the defense agreement 
which it signed with Turkey, thus bolstering free world strength along 
the northern tier of the Middle East area. 

The situation in Pakistan during the past year has been character. 
ized by two disasters. There was, as you will recall, a very tragic flood 
in east Pakistan in the late summer of last year, at which time ou 
Embassy suggested that we rush immediate aid to the area, not only 
because it was urgently needed to prevent the incidence of disease and 
to feed and clothe many millions of people who had been stricken, 
but also because prompt action on our part would do much to 
strengthen our ties of friendship with that. country. | 

I think nothing that the combined agencies of Government iy 
Washington has ever done has received readier response or was more 
successfully undertaken than that particular relief program. Within 
1 week of the news of the disaster reaching Washington, the combined 
agencies of Government, the State Department, FOA, the Depart. 
ment of Agriculture, the Department of Defense, joined together in a 
relief expedition which landed supplies on the seventh day at the air- 
port of Dacca; thus, we placed men and supplies immediately on the 
spot to alleviate enormous distress. 

That was one disaster which struck Pakistan. The other was a very 
serious economic collapse. If you will recall, Pakistan, upon achiev- 
ing independence, was anxious to push forward with economic devel- 
opment and instituted a worthy program of support for its people, 
including the refugees which she inherited after partition. Pakistan 
was helped at that time by existing foreign exchange reserves x- 
quired as a result of the high prices for jute and cotton that were 
obtainable during the Korean war. Annual imports at that time were 
in the region of $600 million. The Pakistan Government was thus 
able to move forward with a program of development that was soundly 
conceived and well directed. Then, last year, prices for jute and cotton 
having collapsed, Pakistan found herself in serious distress and asked 
us for supplementary assistance. A special mission was sent out to 
Pakistan to appraise the extent of the economic disaster. It recom- 
mended a program of some $73 million, mostly in commodity supplies, 
to meet population needs and halt inflation. 

That program was promptly put into effect and helped greatly to 
alleviate the serious situation that had developed. 

Our program for the fiscal year 1956, as stated, calls for a total of 
$92 million of aid. The program will provide a minimal flow of 
consumer goods into the country and will continue to enable Pakistan 
to develop its economy, particularly in the industrial sector, strength- 
ening Pakistan’s defense potential as well as its economic welfare in 
general. 

Our technical cooperation program activities will support com- 
munity development activities, and will help the Pakistan Government 
in the fields of agriculture, health, industry, and education. 

The next program to which I must refer is our program in Afghan- 
istan, where we are asking for $2 million of technical cooperation 
funds. We have had a program of technical cooperation in Afghat- 
istan for some years, most of it confined to the area of the Helmand 
Valley. That is an area that is being developed mostly for settlement 
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of nomadic peoples. It is watered by two dams, built by an American 
construction firm through loans extended by the Export-Import Bank. 
It is a very successful program, though a very arduous one for the 
American technicans and their wives who live under primitive condi- 
tions in that valley. I had the privilege of visiting with them last 
fall, and was tremendously impressed by the fortitude they showed 
carrying forward their demonstration projects and rendering tech- 
nical assistance in that valley very successfully despite many physical 
disadvantages. 

[I say, “very successfully,” and I qualify that by reminding you 
that Afghanistan’s population is only 4 percent literate, and that 
one of the conspicuous difficulties we have encounterd in carrying for- 
ward our program there is in finding Afghan technicians capable of 
acquiring the skills that we have to impart so that they may ultimately 
carry out the program by themselves. 

We have undertaken other projects in Afghanistan during the past 
year and have supported educational and health programs in the area 
of the capital, as well as other projects. 

But progress in Afghanistan is considerably handicapped at the 
present time by two factors. One is the dispute over Pushtoenistan. 
It threatens seriously to impair the country’s economy. Afghanistan 
is a landlocked country. The problem of free access to the world 
markets through the port of Karachi in Pakistan is therefore vital. 

Progress, as we see it, toward prosperity and toward life is the 
kind of climate that we would like to see Afghanistan enjoy, but is 
threatened by the encroachments of Russia (or the blandishments of 
Russia) through offers of help made to the Afghan Government by 
Communist Russia some of which have been accepted. 

(Discussion off the record.) 

Mr. Seacer. Our hope is that Afghanistan will support projects 
that will tend to improve relations with Pakistan, developing outlets 
through that country to world markets. 

Questions were directed to the Secretary with respect to Nepal. 
There we are asking, as Mr. Allen stated, $2 million for fiscal 1956— 
$1 million for technical cooperation and $1 million for development 
assistance. Our efforts there have been directed toward public health, 
programs in the field of agriculture, irrigation, and mining, and train- 
ing courses in sanitation. Geological explorations have also been 
undertaken. 

That all too briefly covers the countries of the area which I repre- 
sent this afternoon. I would be glad to answer any questions. 

Mrs. Ketty. Have you any comment on the Colombo plan before 
you go into questions? 

Mr. Seager. In what sense? 

Mrs. Ketuy. The contributions that are made to it by the govern- 
ments? Are we going to have to assist in that ? 

Mr. Seager. We support the Colombo plan, along with others of 
the free nations that are involved in the Colombo scheme. We have 
given full cooperation to the Colembo plan. 

Mrs. Ke.uy. Financially ? 

_ Mr. Paut. We make no financial contribution. The other countries 
involved, the so-called contributing countries, are the United King- 
dom, New Zealand, Australia, and, we hope, Japan, now that they 
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are members. There is no mechanism through which the aid is ey. 
tended in the Colombo plan itself. It is just a consultative group 
whereby they get together, and thus far they have been mainly dis. 
cussing the details of their own country development programs. We 
are hoping it will turn into a little bit more than that, that there wil] 
be more of a healthy interchange of ideas, particularly on regional 
trade and other problems. No aid is channeled through the Colombo 
plan itself, except a small amount of technical assistance. 

Chairman Ricuarps. Mr. Donovan. 

Mr. Donovan. Off the record. 

(Discussion off the record.) 

Mr. Donovan. Are there other instances in this whole $3-billion-odd 
request similar to the one that we have just been talking about, where 
you have to look some place else for the figures covering military aid 
to the countries? 

Mr. Pauw. The military assistance figures are not broken down on 
a country basis in the proposed 1956 program, as Mr. Hensel explained. 
However, he has illustrative cases of specific programs, of commit- 
ments which they expect to carry out with their 1956 funds. 

Mr. Donovan. In other words, this FOA program, administered 
by FOA, contains military defense authorization that does not appear 
in the purely military aid provisions of the bill ? 

Mr. Pavt. It contains defense support, sir, which is economic sup- 
port, economic aid to these countries which have mutual-defense 
arrangements with us. 

Mr. Donovan. What is that ? 

Mr. Pavt. That is not military aid, as such. It is aid in the form, 
in Pakistan, of commodities. 

Mr. Donovan. Mr. Seager mentioned $20 million for defense. 

Mr. Pavuu. That was for direct forces support, which is soft goods 
not hardware, which is to be consumed by the military forces or used 
in the building of facilities within that country. An example of that 
would be the materials for the construction of purely military air- 
fields. Also, it would be POL. 

Mr. Donovan. Food? 

Mr. Pavt. But directly identified for the Armed Forces. In many 
cases, it is a special kind of food that does not go to the general 
population. 

Mr. Donovan. Clothing? 

Mr. Pact. Yes. 

Mrs. Ketry. In the front of these books, for the new members, the 
definitions of these terms are written out. That is not reflected in 
here. 

Mr. Vorys. I would like to get the breakdown by which you arrive 
at the total shown on III, page 227, being the Indian program by 
categories. 

I find that there is $26,370,000 technical assistance and development 
assistance for industry and mining. What are you going to do with 
that money? What are the projects? 

Mr. Seacer. There are a number of mining projects in India that we 
have supported with technical assistance. 

Mr. Donovan. Would you repeat that ? 

Mr. Vorys. It is page 227, book 3. 





MUTUAL SECURITY ACT OF 1955 147 


Mr. Seager. Most of those funds would be for steel to supplement 
India’s own shortage in steel, and would help smaller industries and 
industries in the rural areas. I think about $15 million of that would 
be represented by steel. 

Mrs. Ketty. Won’t we have a further breakdown of this? 

Mr. Seager. We could give you a more detailed breakdown. 

Mr. Vorys. I have skimmed over what is shown on page 226. 

Mr. SeaGeR. Those five paragraphs on the righthand column will 
perhaps give you the picture. ; 

Mr. Vorys. It is not the detail I want. Under development assist- 
ance there is $34 million for salable commodities. What is that? 

Mr. Pauv. It is on page 229. It is broken down with $30 million 
for wheat, $4 million for fertilizer. 

Mr. Vorys. Wheat isn’t development assistance ? 

Mr. Seager. It generates rupees in support of the development 
assistance programs in the fields of irrigation, flood control and power. 

Mr. Paut. The local currencies are generated that way. 

Mr. Vorys. If this is a local currency generating proposition, then 
I want to know what you are going to use the local currency for, 
whether that will be for industry and mining or for transport and 
other things. 

Mr. Seager. That goes into power, flood-control, and into their irri- 
gation projects, primarily. 

Mr. Vorys. Without detaining the committee at this time, I would 
like to have a breakdown of the projects, or, if not, some explanation 
of how you arrived at $15 million worth of steel, $14 million worth of 
wheat, and so forth. This is not very intelligible as to what it is 
going into. 

Mr. Apatr. I would like to join in that request very strongly. 

Mrs. Ketiy. I think we should have the breakdown. 

Mr. Seager. You mean, a further breakdown than that reflected on 
the pages here? 

Mr. Vorys. Pages 227, 228, and 229 do not tell me what you intend 
to do with the money or why you need that much. I would like to 
have some estimate. I would like to find out how you arrived at that. 
Maybe the explanation of the projects may show it. I would like to 
know how much and to whom and for what. I think that these ques- 
tions should be sufficient to indicate that what you have furnished is 
not in sufficient detail to be either intelligible or persuasive with me. 

Mrs. Ketiy. The request is to supplement it with the anticipated 
programs that you expect. Are there any of these in their planning 
status? Are they a continuation of other years? 

Mr. Paut. Some are. 

Mr. Donovan. Mrs. Kelly, you want to know who gets what and 
where and in what amounts, what industries, what steel mills, what 
inica mines, or whatever it is? 

Mr. Vorys. I just want to know what you intend to do with the 
money, 


_ Mr. Jupp, On the lines showing fiscal 1954 and 1955, do those figures 
indicate what we passed or what was actually used during those years ? 
In 1954, for example, the summary on pages 2 to 7, total United States 
cost In 1954, is that what Congress passed or authorized, or what you 
actually spent? It is the top line. 
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Mr. Pauw. It is what we actually obligated. 

Mr. Jupp. The figures for 1955 are what you expect to have obli- 
gated by the end of this month ? 

Mr. Seager. Yes, sir. 

Mr. Jupp. And for 1956 is what you estimate ? 

Mr. SraGer. Yes. 

Mr. Aparr. Along with that material that Mr. Vorys has just re- 
quested, would it be possible for us, Mr. Chairman, to ask also for a 
little more detail as to the expenditures made or programed for the 
1955 program, which amount to about $84 million or $85 million/ 
Can you give us more detail upon that along with the material that 
Mr. Vorys seeks / 

Chairman Ricuarps. You can provide that? 

Mr. Seager. Yes, sir. 

Mrs. Ketiy. May we have that in every country that we are going 
to go into? 

Mr. Jupp. A lot of it is covered in the printed matter. 

Chairman Ricuarps. We will have these other areas presented here. 
We will make whatever requests for information we want to as each 
area is considered. 

Mrs. Ketuy. I think we ought to have, as we did in other years, 
the entire program. We are just ¢ getting economic and later defense. 
Let’s get them in balance. They overlap. 

Mr. Jupp. This schedule only has Mr. Allen and Mr. Seager this 
afternoon. When are we going to get the military story on these 
countries, including Pakistan? Are we going to come back to them 
again ? 

Chairman Ricwarps. We will go back to them again if necessary. 

Mr. Jupp. Each time we have India, we ought to have the State 
Department man and the FOA man and the military man all at once. 
Otherwise, we have to go over a lot of the same ground twice. 

Chairman RicnaArps. You are right about that. 

Mr. Crawrorp. There isn’t any military with India. 

Chairman Ricwarps. We are not talking about that. 

Mr. Crawrorp. Mr. Hensel is due back Friday. 

Chairman Ricuarps. Dr. Judd, Mr. Donovan, and Mrs. Kelly, par- 
ticularly, we have Mr. Hensel coming back here. We are going into 
that in executive session. If you wish to approach it through him 
instead of asking the regional people here today 

Mr. Donovan. I can’t see the justification. There is undoubtedly 
some justification for FOA administering a part of the military 
defense aid support to a country like Pakistan, confined, let us say, 
to the logistic features of the military, while the Department of 
Defense administers another part of it. But I can’t see how you can 
understand a bill like this, a M recjueet for money which provides for 
millions for military forces to be administered by FOA, when the 
same bill contains money for offshore procurement or hardware for 
Pakistan to be administered by the Department of Defense, and have 
any reasonable notion as to what is going on, unless you have both 
horns of that animal here before the committee. 

Chairman Ricuarps. We have had the same problem before. There 
would have to be consultation between the Defense people and FOA 
to tie this thing in. I would assume that if you have $10 million 
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for defense and $1 million for defense support or direct-forces sup- 
port, your interagency committees would have worked together. What 
was the procedure for working that out? 

Mr. Paut. We have developed these programs in consultation 
between State, Defense, and FOA, including the military and non- 
military parts of it. The direct-forces support, the soft goods for the 
military forces, and the military hardware and training are being 
administered by the Department of Defense entirely as of June 30 
of this year. 

Mr. Vorys. Could your eager-beaver subcommittee report on that? 

Chairman Ricwarps. No. If you start on that we will never finish 
the other. We would like to hear you before we get through. 

Mr. Vorys. We found at the Pentagon how they have a system 
of liaison with the FOA for the economic end of it. I suspect we 
will tind the same type of liaison in FOA and State. 

Chairman Ricwarps. We will want to have advice from this unoffi- 
cial committee that went down there the other day. 

Mrs. Ketiy. Are we going to have the MAAG chiefs before this 
committee ¢ 

Chairman RreHarps. We are going to have General Gruenther. 
Perhaps that will satisfy you. 

Mr. CRAwForD. No one has asked for the MAAG chiefs. We have 
4 schedule which shows witnesses through June 20. I doubt very 
much if the committee can get through with the witnesses on this 
list by that time. 

Mr. Donovan. You have to have the MAAG chiefs on offshore 
procurement. 


Chairman Ricwarps. We will have to get a couple of top men here. 
Wecan get Mr. Hensel and one other person at least to tell you exactly 
how this thing is tied in. 


STATEMENT OF BRIG. GEN. JAMES K. WILSON, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


(reneral Witson. I am General Wilson. I am the Director of the 
Otlice of Military Assistance program. I am representing the De- 
partment of Defense this afternoon. You will recall Mr. Hensel 
was unable to finish all his testimony the other day. He is prepared 
on Friday morning to go into the exact and detailed breakdown of 
how the Department of Defense presentation was arrived at this year, 
ind to supplement and complete the Department of Defense testimony 
on Friday. 

| might say that as far as the direct forces support portion of this 
program, as Mr. Paul has said, commencing the first of July, it will 
be administered by the Department of Defense. But since the pro- 
grams were drawn up by FOA agencies this year, it was decided, and 
Mr. Hensel pointed out in his testimony the other day, that the FOA 
would present the justification of those programs. 

Re C} —— trcHARDS. That point had not been made clear to me, 
Jenera 
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Chairman Ricuarps. We will be glad to hear him. If there jg 
anything the committee wants in addition, we will get the people. 
Mr. Jupp. General Wilson, you have General Stewart’s job! 
General Wirson. There have been some organizational changes 

I now have the position that was held by General Stewart. 

Mr. Jupp. As to Pakistan, we ought to have the State Departments 
outline of our policy, such as George Allen has given us, and we ought 
also to have somebody to justify the military situation. . 

Chairman Ricuarps. We should have a military man familiar with 
that whole area. When a country comes up like Pakistan, wher 
military assistance is given, we should be able to turn to him and ask 
what the situation is. 

Mr. Pav. We will arrange that. 

Chairman Ricuarps. We want somebody to give us information on 
every phase of the program, military support, defense support, and the 
other. 

Mr. Vorys. All they have to do is have somebody in the room at 
all times so that we can fire economic, political, and diplomatic ques. 
tions at him. 

Mr. Jupp. What is the proposed direct military assistance to Pakis- 
tan for next year? 

General Witson. We have a 3-year program in Pakistan. whic) 
involves an amount which is a classified figure. 

Mrs. Ketuy. Why can’t we have that sheet that we had in other 
years ? 

Chairman Ricuarps. It is not shaped up that way. 

Mr. Crawrorp. As you have noticed, we have separate presentation 
books prepared by the Defense Department, which will be used when 
Mr. Hensel comes before the committee. They are classified. They 
will bring more over when Mr. Hensel comes. We only have a few now. 

Chairman Ricuarps. Mr. Paul, for a good many years we had all 
the people here, including the military. We should have somebody 
here so that we can ask questions of him. 

Mr. Pau. The reason we did not produce a Defense witness this 
afternoon was due to the fact that for the proposed program for next 
year the Department of Defense is asking for the money on a global 

asis, and is not giving a regional breakdown as such in their figures. 
Therefore, we have been unable to make out a master table which has 
a 1956 military program for each country. 

Chairman Ricuarps. They should be able to approach it that way 
for the information of the committee. 

Mr. Pauu. We can do that. Everything up and through this pres- 
ent year is broken down in great detail on a country and item basis. 
Secretary Hensel or a representative of his office will be here. 

Chairman Ricsarps. He should be here or somebody should repre- 
sent him. 

Thank you very much, gentlemen. The committee will meet to 
morrow morning at 10 o’clock. 

(Whereupon, at 5:15 p. m., the committee adjourned.) 
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THURSDAY, JUNE 9, 1955 


Hovse or RepreseNTATIVES, 
ComMITrEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met, pursuant to call, in room G-3, United States 

Capitol, at 10:20 a. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Rrcnarps. The committee will come to order, please. 

Ladies and gentlemen, we will continue hearings this morning in 
executive session on the Mutual Security Act extension. 

We have the honor and pleasure of having with us this morning an 
old friend and great general, I am sure we ‘all agree, Gen. Alfred M. 
Gruenther, Supreme Commander of the Allied Powers in Europe. 

General Gruenther. 


STATEMENT OF GEN. ALFRED M. GRUENTHER, SUPREME 
COMMANDER OF THE ALLIED POWERS IN EUROPE 


General GrUENTHER. [f it is agreeable to you, Mr. Chairman, | will 
give you a presentation on the military situation in Europe, not par- 
ticularly with respect to the military security program now before 
you. You have had the benefit of the details of the program, and the 
pneral concept by other witnesses directly responsible for its admin- 

ration, who are better qualified to give those details. 

i hairman Rrcwarps. I think that will be a very good way to ap- 
proach it. 

General GrugntHeR. I will limit myself to the military situation 

ee because that is a useful background in approaching this 
problem 


(A chart was shown entitled “North Atlantic Treaty Organiza- 
tion.”) 
General GrurnTHER. This chart shows the North Atlantic Treaty 
Organization. ' 
On the political side, in the council, there is a representative from 
- country. The United States representative is Ambassador Per- 
There is also an international staff under the Secret: iry Gen- 
oral. Lord Ismay. I would like to say here that this whole organiza- 
tion is working better and better all the time. 
The members always meet once « week and frequently twice a week, 
uid the staff works together on a daily basis. 
You are familiar with the three major NATO commands and you 
W that ours is this one, SHAPE. This one is Admiral Wright’s, 
d this is the Channel Command. | 
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I will devote my attention to SHAPE. This chart shows the pri 
cipal headquarters under SHAPE. 

(A chart was shown entitled “Principal Headquarters, }}jej 
Command, Europe.”) 

General GrueNTHER. This chart shows in green the area we are (b- 
fending. We have a 4,000-mile perimeter from here to here. Thj 
chart shows all the NATO countries with, of course, the exception of 
the United States and Canada. 

In order to exercise command we have broken the area into a nort). 
ern sector with headquarters at Oslo, a central sector with head 
quarters at Fontainebleau, a southern sector with headquarters a 
Naples and a Mediterranean Command, for the protection of the 
Mediterranean lines of communication, with a headquarter at Malta, 

These headquarters are all going concerns. ‘They are fully statfed, 
Each has an operational plan which could be put into effect today, 
Whether or not all of the plans would be successful depends upo 
the amount of effort that would be brought against us and the cir- 
cumstances of the time. We base our plans on what a possible enein) 
could do. 

(Discussion off the record.) 

General GruentuErR. The Soviet forces are numerically about the 
same size they were when General Eisenhower came to Europe in 
the early part of 1951. There are still about 4 million Soviets under 
arms. The principal difference is that these forces now are mu’ 
more effective than they were in 1951. 

The Soviets still have 175 land divisions. Those divisions : 
much better than they were in January 1951. 

Although they still have 20,000 operational airplanes, the etfective- 
ness of the Soviet Air Force has increased materially. 

(A chart was shown, entitled “Soviet Air Force Conversion Pro- 
gram.”’) 

General GruENTHER. This chart shows some of the improvements 
that were made. When General Eisenhower arrived in Europe 
1951, most of the fighters—about half of the 20,000 Soviet aircraft are 
fighters—were piston driven. Now all of the fighters are jets. %9, 
while the number of aircraft is still the same, the effectiveness of tle 
Soviet force has increased very considerably. 

The other side of the chart shows a similar increase in the effective 
ness of light bombers. 

One element, of particular interest to the United States, is the long: 
range element of their air force. The Soviets, today, are still depent: 
ent on the TU-4. That is the Tupolev—4, which corresponds to oi? 
1-29. While the B-29 has practically disappeared from the An 
ican inventory, it is still the operational mainstay of the Sovie! \ 
range air element. 

However, the Soviets know that the TU-4 is obsolete, and they w 
working on new jet bombers. 

On May Day, year before last, the Soviets showed their version ! 
our B-47. Last year they showed quite a few in flight. 

I think that in the long-range category our B-47 is the best 
plane in the world today. 

Our first B-47 flew quite some years ago. Since that time Gener 
TeMay has been finding and solving problems in operating 8 long: 
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range air force. After a number of years with a very rigid training 
program he has developed a really first-class long-range air force. 

You know that, in addition to the B-47, we have the B-52 coming 
along. The B-d2 is a great improvement over the B-47. Even in the 
numbers we are getting now each B-52 costs a great deal of money. 
It is a very good plane, and a very expensive plane. 

We have known that the Soviets were working on a version of the 
}-b2. Press reports indicate that several of these planes were seen 
iehearsing in formation for this year’s May Day fly-by. Obviously, 
they were going to show them on May Day. May Day was a very 
rainy day, so they did not show them. They still have several parades 

ter May Day, and I think at some time they are going to show these 

«w planes. 

They are making progress in both the B-47 and B-52 classes. I 
sjow that this can create a considerable amount of uneasiness, and 
Ido not want to appear at all complacent about it. 

The progress the Soviets have made with respect to engines and 
other aireraft components may exceed what we expected, but it still 
joes not mean that there is reason for a panic. It takes more than an 
airplane to make an air force. To be able to fly it from place A 
to place B, when place B is several thousand miles away, calls for a 
great deal of skill. To be able to maintain and support it calls for a 
great deal of skill. 

We have had a great deal of experience in starting and developing 
air forces in SHAPE and I can tell you it is full of headaches. 

The Soviets had done practically nothing on long-range air strength 
until one of our planes happened to fall into their hands, Almost 
everything they know about this subject has been learned in the last 
10 years. "That does not mean that we should be complacent about their 
aulvances. However, I say there are certain things that you can learn 
in 10 years and there are other things that it takes more than 10 years 
to learn. 

Now, the Seviets are concentrating in that field. And when you con- 
centrate all of your resources in a field, you can make very good 
progress. But at the same time that they are doing this, they are 
1unning into other difficulties. All over Moscow they have elevators 
that do not run and they cannot get them to run. And they build 
vuildings in which one wing has water pipes, another side has bath- 
tubs but no water pipes. 

While that does not prove that you cannot have an air force, it does 
prove that the Soviets are having certain difficulties. If they concen- 
trate their resources on building and operating airplanes, they aren't 
voing to have qualified men left to connect bathtubs. 

(Discussion off the record.) 

General GRUENTHER. I will move on from the air force to cover the 
Soviet Navy. I told you there had been no significant increase in 
the Soviet forces since 1951, when General Eisenhower came over. 
That is true about the land and air force but not about the navy. The 
Soviets have been carrying on a very extensive building campaign in 
the navy. They now have more surface craft than they had before. 
They have, however, been putting particular emphasis on submarines 

ind now have about 350. Just to relate that to some other figure, the 
‘ermans had about 75 submarines when they entered World “War IL. 
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That still does not mean that in submarine warfare the Russians 
would be five times as good as the Germans were, because they do not 
have the know-how the Germans had. It does show where their re- 
sources are going, and it does show an advancing threat that we are 
going to have to keep in mind. 

The Soviets are building more submarines each year than the entire 
rest of the world put together. They have a big submarine force, and 
they are building it bigger. The modern submarine is a tougher 
and tougher problem to handle. In submarine warfare I would say 
that the offense has a considerable advantage over the defense, [ 
think we can solve this problem, but we are going to have to keep 
working on it. 

Mr. Merrow. Mr. Chairman, may I ask a question ¢ 

Chairman Ricwarps. Do you want to ask it now or wait until he fin- 
ishes ¢ 

General Gruentuer. I would like to make a suggestion. For the 
purpose of saving time and because one question will lead to another, 
it might be better to hold questions until later. However, I am per- 
fectly willing to do what you want, and my time is yours. I do have 
to be at another committee meeting at 2 o'clock. I am willing to be 
here right up to 2 minutes of 2. 

Chairman Ricuarps. I imagine you wanted to ask something about 
that chart before it is removed. If you do not, let’s wait. 

Mr. Merrow. It is not on the chart. 

Chairman Ricnarps. Go right ahead. 

(A chart was shown entitled “Growth of Satellite Forces.”) 

General Gruentuer. I told you that the Soviet armed forces are 
about the same numerically as they were in 1951. That is not true of 
the satellites. That is where the Soviet military-aid program has 
been going, and this shows how the number of satellite divisions has 
been increasing. ‘Of the approximately 80 satellite divisions, there 
are 7 East German divisions, Therefore, when we see Soviet propa- 
ganda that if West Germany rearms, East Germany will rearm, we 
should clearly understand that the Soviets have been in the act of 
rearming an East German Army for some time. These 7 East German 
divisions are not very good, incidentally, and the Soviets are having 
many difficulties with them. 

These 80 satellite divisions, by and large, are not nearly so good as 
the Soviet divisions. The Soviets know that and they are trying to 
improve the quality of these divisions. 

For the air forces, the right side of the chart shows the increase in 
the satellite air force and the ratio of jet to piston types. The Soviets 
are increasing and modernizing those forces. The satellite navies 
are almost negligible. 

These satellite forces are as a whole, still not first-class forces. 
Again, it isa question of needing more than a plane and a pilot. Build- 
ing an air force requires almost a whole organization, almost a civil- 
ization to make it effective. 

It is a fact that in some satellite countries like Poland the military 
budget has increased this year over what it was last year, as it did In 
the Soviet Union. I think you are aware of that. 

The total of Soviet and satellite forces constitutes a very big aggre- 
gation of power. 

(Discussion off the record.) 
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General GRUENTHER. We cannot expect to have in being, the same 
number of active divisions that the Soviets do. Our system of life 
vould not permit it, so we have to count on Reserves. That causes 
some of our major headaches, I might say. 

This chart here, though, illustrates the point that the Soviets have 
| tremendous advantage over us in conventional weapons. If the 
issue is going to be decided on that basis, and if they exercise their full 
apabilities, they have too much for us to handle. 

Now, recognizing those facts, that brought us to this line of think- 
ing; our way of balancing this equation was, by the introduction of 
) factors, (1) the addition of German forces, and (2) the use of atomic 
weapons. 

I would like now to talk about West German forces. The intro- 
duction of German forces will, of course, give us additional strength in 
the important central area, and that strength will enable us to have a 
strategy much farther forward than it is now. We refer to it in our 
talks as a forward strategy. 

Basically, what we are trying to do is to create a land and air defense 
strong enough to force the enemy to concentrate, and when he does 
concentrate, he becomes vulnerable for atomic weapons. 

We stated that we would be able to defend Europe when we could 
ount on two things: an effective German contribution and the ability 
to use atomic weapons. 

(Diseussion off the record.) 

General GruentHER. If we can have these two factors—namely, a 
German contribution—a German contribution consisting of 12 divi- 
sions, about 1,300-aircraft and a certain number of naval craft to be 
used up in this Baltic area, and if we can use atomic weapons, we feel 
that we shall be able to defend Europe. 

We put that up to the NATO Council and they pondered over that 
for some time and they gave a decision on it in December. On the 
first one, about getting the German contribution, there was no real 
difficulty. ‘ 

The second one, that we use atomic weapons, was a bit tougher. 

Now, I would like to have you people understand that we made it 
fairly tough on them, because what we said was this: [security dele- 
tion | “We believe that the Allies have to use atomic weapons to defeat 
a Soviet attack and have to use them whether the other side uses them 
ornot. That is a very important point.” 

After due consideration they said “All right. You go ahead on 
your planning, on that assumption bearing in mind that the decision 
to implement those plans must be a political, not a military decision.” 

We said, “Yes, we certainly don’t want to be the ones to make this 
decision to implement our plans. That is a political decision.” 

( Discussion off the record. ) 

General GRUENTHER. That is the situation as we stand now. 

by the same type of reasoning it points out the issues that the 
Soviets are fighting against. They did their best to prevent the 
idmission of Germany to NATO. They lost that. They are now 
(loing their best to prevent the rearmament of Germany. They want 
it least to slow it up. Whether they can do that or not is still to be 
seen. Ido not think they can. 

rhe other issue they are fighting, to prevent the use of atomic 

oinbs, is a major element of their propaganda, and it is going to 
63245—55——11 
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continue to be. I would say the Soviet propaganda machine—and 
I follow it very closely—does not let a day pass without bringing 
out in its broadcasts to the West that atomic bombs must be abol- 
ished. The argument goes something like this: 

“Atomic bombs kill women and children. We, the Soviets, are 
against killing women and children. Therefore, we are against 
atomic bombs.” 

The inference is that conventional bombs do not kill women and 
children, that there is such a thing as a harmless, chivalrous, painless 
war; that such a war would result if you could only eliminate atomic 
bombs. 

Now, where we will end up on that, I don’t know. 

I think we are in a public-opinion phase where the public has to 
recognize more and more that what we are trying to do is prevent 
war from taking place. The evil is war itself, and not the par- 
ticular kind of weapon that is used. 

(Discussion off the record.) 

General GruENTHER. Now, where does this end? The more people 
keep thinking about the harm that may come to them, the more they 
get in a frame of mind to say, “Well, maybe we should ban the atomic 
weapon.” 

We say that the cause of the West will be seriously and maybe 
critically harmed if we ever got in that position without atomic 
weapons, we would be in a position where the power equation would 
be against us. We are in a hot or a cold war, when the power ratio 
is badly against any side, it does not have a position from which 
to work out a modus vivendi. 

In advocating the use of atomic weapons we have to be careful not 
to argue against disarmament. We are not against disarmament. 
We are for a safe disarmament plan. We are for anything that will 
make war impossible. But we do not want to disarm in one of the 
elements that gives us a chance to balance the equation. 

(Discussion off the record.) 

General GruentuHeR. This is the new Soviet medium type bomber, 
the counterpart of our B-47. They have an operating range of some 
significance. They are making progress. This is the plane that they 
have only a few of now, but the time is going to come when they will 
have a number of them. Then the one that they were going to show 
in the May Day parade, would come into the picture and would have 
a still greater range. 

(A chart was shown entitled “Organizations for Air Defense in 
Allied Command, Europe.”) 

(Discussion off the record.) 

General GruENTHER. The progress we have made in our own alr- 
fields is illustrated on this chart. When General Eisenhower came to 
Europe he found out that the Soviets were building a lot of airfields, 
here in the satellite area. On our side we had very few. Well, the 
answer wassimple. Build more airfields. How do you pay for them! 
What should Norway pay for an airfield in Turkey? What should 
France pay for an airfield in Italy? What should the United States 
pay? There are no certain or clear answers. The finance ministers 
ei that point for 15 months. It was a very, very frustrating 
period. 
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One particular Member of the Congress came over while that argu- 
ment was going on and he has been very bitter about NATO ever 
since. He said that it is simply an administrative monstrosity that 
can’t possibly work. He saw that people were passing the collection 
box around but they weren’t putting anything in. Nobody got angry 
but each country felt the other should do more. They got a solution, 
though. It may not be the right solution. Any one of the countries 
may still not be paying the share she should. Who knows what it 
should be? Should it be determined by national income, gross na- 
tional product, or what ? | ; 

(A chart was shown entitled “Usable NATO Airfields, End 1954 
to End 1955.”) 

General GruENTHER. Now, the airfields that were finally provided 
for are shown here. The white dots show the airfields we have in 
existence, now, that are usable, and the yellow ones are the ones that 
are still under construction. 

While that was our greatest frustration and our greatest irritation, 
it has also been probably our greatest achievement. It has given us an 
important element of strength. It created certain problems, because 
these airplanes use tremendous quantities of jet fuel. How are you 
going to get that jet fuel up there? There aren’t enough tank cars in 
all Europe to do it. They decided to try to put in pipelines. After 
having experienced this difficulty about who pays for what airfields, it 
was relatively easy to get agreement to use the same formula for paying 
for the pipelines. Now the project is financed and the pipelines are 
being built. 

Mr. Jupp. May Lask a question about that chart before it goes? 

(Discussion off the record.) 

General GruENTHER. This is the United States installation setup 
here. We used to do all of our supplying from here [indicating], but 
you can see the proximity of this to the satellite area, that this supply 
line could get cut off very readily. So our communications line is 
across this area, and our supply system bases on here [indicating]. 
These are various supply installations. These [indicating] inciden- 
tally, are some of the airbases that you were asking about, and some 
here, that you were also talking about. And these are also United 
States bases here [indicating]. 

Now, on balance, I would just like to say that we feel we have made 
a great deal of progress. There is still a terrific number of problems 
to be solved. The biggest problem is to continue public interest and 
public support of an organization like NATO. It doesn’t run itself, 
and there are always irritations coming up. 

(Discussion off the record.) 

General GruentueER. I think that if an objective history is ever 
written of the Soviet foreign policy since World War II, it will 
record Stalin’s decision to permit the Korean war to develop as the 
single biggest Soviet mistake. 

At that stage of the game, we were doing very badly. We had a 
NATO. Nothing much was going to happen in it. It had been in 
existence a year. There were no serious proposals to create a single 
military command. The combined military budgets for the previous 
year for the European countries in NATO had been about $5 billion, 
and that total was probably going down. 
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I happened to be on the Joint Chiefs of Staff committee workin 
on the United States budget. We were working on the fiscal year 
1952 budget and were asking for $121 billion. On the 25th of June 
came North Korea, and Congress approved $41.4 billion. 

The Korean war electrified the free world, which was then on the 
way down. You could feel that Stalin got a plus out of reviving 
Chinese power, but when you analyze the pluses and the minuses, you 
can see the Soviet suffered a terrific loss. 

I should just like to invite attention to one characteristic of Soviet 
operational procedure, and that is the strong rigid protests and 
threats. 

( Discussion off the record.) 

General GrurntTHER. There have been a series of protests, every 
one of them a threat. We have yet to evaluate the incident of the day 
before yesterday, when they invited Adenauer to Russia. We may be 
seeing the unusual event of the Soviet’s eating crow. If our people 
and the 440 million people in NATO interpret that as an indication 
of lessening tension, and it results in smaller defense budgets and 
relaxing of our efforts, then we can be in trouble. That is the problem. 
The relaxation has not set in yet, and it may not set in. But I think 
we are going to require a terrific job of leadership to keep NATO on 
the move. The position the United States takes is going to be of 
critical importance. 

(Discussion off the record.) 

General Guentuer. So these are problems we are going to have 
to watch. It is the area where the United States in its leadership and 
public statements is going to have to give confidence to these people. 
We are in fast competition now, and in their propaganda campaign 
the Soviets are getting much more clever. 

If I were a Congressman, I would be inclined to back strongly 
our information program even recognizing that we may make some 
mistakes. 

I was talking to a Congressman about 2 weeks ago at SHAPE. He 
said, “I am perfectly willing to give any amount of money for 
research and development.” 

I said, “Well, you know some of that might be wasted.” 

He said, “That is all right. I am willing to take the waste.” 

A little while later, he said he was not willing to support the 
information program because there is waste. I am sure you are 
going to get waste in an information program, but I would be willing 
to accept some waste because I feel the information program is so 
important. 

The Soviets are putting a terrific amount of money in their in- 
formation. A lot of it is wasted. 

Our cultural program has been remarkably successful. I do not 
know what department of the Government runs it nor what the 
financial arrangement is but Porgy and Bess was a fantastic success in 
Europe. If we could put on 20 Porgy and Bess shows, it would go 
a long way to show that we do not come from a country that is as mate- 
rialistic as some Europeans suggest. 

A week from Monday, Oklahoma hits Paris. You cannot get a 
seat for it. I do not know how many days it is going to be there, 
but seats are not to be had. I am sure it is under one of our cultura! 
programs. 
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While I am not here primarily to advocate support of information 
programs, I can see what the Soviet hay, je does, and I can see 
where our own efforts do not always click. I bring this to your atten- 
tion because the Soviets, who are masters of political warfare, go to 
incredible lengths to sell their way of doing things. 

(Discussion off the record.) 

General GruENTHER. I certainly hope we can continue to hold our 
own in the struggle wearein. I recognize that it may create problems 
for you in your districts, but we are up against tough competition, and 
we could lose the cold war if we won’t stand up and meet this compe- 
tition. 

The Soviets have a good chance to lull us to sleep in one way or 
another. If they succeed, we may not get a second chance. 

I hope that the committee will come over to see us at SHAPE. We 
have several of you marked as absent. Some of you have never been 
there, others have not been there for a long time. We would like to 
remove those black marks, because they operate against you. We ex- 
tend a very hearty invitation for you to come. I will now try to an- 
swer any questions. 

Chairman Ricuarps. Thank you, General. As usual in your case 
yours has been a very forceful presentation. 

We will proceed under the 5-minute rule beginning at the other end 
of the table. 

Mr. Sexpen. Mr. Chairman, General Gruenther, I would like to 
commend you for your fine presentation. I only wish that other Mem- 
bers of Congress could have heard your excellent statement. 

I was interested in your comments on the Russian submarine force. 

I had an opportunity during the last war to see the effectiveness of 
the German submarine force. Its effectiveness would have been even 
greater had they developed the Snorke/ earlier. 

Could you tell me if the Russian submarines are of the Snorkel type 
and if they are going to be effective in the event there is an all-out war? 

General GruenrHer. Yes; they would be. They are the Snorkel 
type and they are most modern. 

The Soviets also have a submarine that uses a hydrogen peroxide 
fuel. There is every indication that their submarines are effective 
long-range craft. Some have sufficient range to that they can be out 
on station for long periods of time. That makes defense very difficult. 
There is no evidence that they now have an atomic-powered submarine. 
_ Mr. Serpen. Have the Russians developed the German know-how 
in the operation of their submarines? 

General Gruentuer. No. That is the reason why I made the state- 
ment earlier, that the fact that they have five times as many as the 
Germans, does not mean they are five times as good. 

They still have a lot to learn about submarine operations. But they 
know that; they are improving: and they will pick it up. They are 
trying now to make up in numbers for what they lack in operations 
know-how. 

_ Mr. Setpen. I was also interested in the chart that showed the pipe- 
lines that are being built to supply jet fuel to the NATO nations. 

Do you feel in the event of a war that we can effectively protect 
those pipelines ? 

General Gruentuer. I think so. 

(Discussion off the record.) 
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General Grurnruer. We have had the best talent available working 
on that problem. 

Mr. Sevpen. General, I was particularly interested in your observa- 
tions concerning the outlawing of atomic weapons. 

How much of that information can we give to our people? 

General Gruentuer. I would say that that is pretty much a matter 
of United States policy now. I would not say there is a great deal 
classified about that. 

The big problem is the method of presentation. We must present 
it in a way that shows clearly how and why we are trying to prevent 
a war from taking place. 

(Discussion off the record.) 

Mr. Sevpen. Thank you. 

Chairman Ricuarps. Mr. Prouty 

Mr. Provuty. General, I am delighted to see you again. 

General GrueNTHER. How are you, Mr. Prouty? 

(Discussion off the record.) 

The CHarrman. Mr. Byrd. 

Mr. Byrp. General, I want to say you have made a very thorough 
and interesting presentation of the situation. 

T have three questions, Mr. Chairman. 

First, I have listened to the general say that we should help to pre- 
pare our people and to sell them on the necessity of pressing forward 
on the mutual-security program, and that strong action is needed or 
else we may be lulled tosleep. He has referred to the propaganda that 
the Soviets continue to disseminate which might cause our people to 
adopt a fatal feeling of complacency about the matter. 

The thing that seems to disturb me most of all are statements which 
continue to be disseminated from within the United States through our 
own press. These statements serve only to disarm our people as to 
the truth. 

I noticed in the June 10 issue of the United States News and World 
Report, something to this effect—and I am sorry I don’t have the 
statement with me—to the effect that certain high officials are pro- 
moting the idea that maybe the United States is at fault in perpetuat- 
ing the cold war and that the time has come when we should think of 
making greater concessions, in order to ease the cold-war tension. 

Now, it is particularly difficult for us to beat down this sort of thing, 
but when those stories appear in our own magazines and the press, I 
think they contribute more than anything else to a feeling of com- 
placency on the part of our people concerning a defensive concept. 

I am just wondering if you know of any feeling among high officials 
which might bear out this statement ? 

General Gruentuer. I do not. 

Mr. Byrp. I am happy to hear that. 

(Discussion off the record.) 

Mr. Byrp. Thank you, General, and thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Adair. 

Mr. Aparr. Mr. Chairman and General, I would like to echo the 
praises spoken about the statements you have made this morning. 

I have but one question: We are informed that the Soviet leaders 
have certain atomic capabilities. 

Is there any indication that they have developed ground capabili- 
ties, such as artillery, which would use atomic energy ? 
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(Discussion off the record.) 

Chairman Ricnarps. Mr. Jarman. 

Mr. Jarman. Thank you, Mr. Chairman. 

General, your statement is very effective and very impressive to me. 

The question I would like to ask is a comparative one. In terms of 
our NATO allies meeting their NATO objectives, is the situation bet- 
ter today, let us say, than it was 6 months or a year ago? Is it worse 
today? Is there a letdown in their attitude? 

(Discussion off the record.) 

Mr. JarmAN. Thank you, General Gruenther. 

Chairman Ricwarps. Mrs. Church. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

General, it goes without saying that we appreciate your testimony. 

I have three brief questions. The first is the least important. 

(Discussion off the record.) 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Dodd. 

Mr. Dopp. Thank you, Mr. Chairman. 

General, I have been greatly impressed by your testimony. It is 
the best I have heard in a long time. 

I do not know that you covered Yugoslavia. Perhaps you did it 
before I got here, but in the event of war, what is our thinking about 
Yugoslavia? Do we expect help from her? Do we expect hostility, 
or do we expect neutrality ? 

General Gruenruer. Since Yugoslavia does not belong to NATO, 
NATO has had no planning with Yugoslavia. The situation is that 
Yugoslovia has no relationships with NATO at this time. 

Yugoslavia has a mutual defense pact with Greece and Turkey who 
are both members of NATO. 

(Discussion off the record.) 

Mr. Dopp. I have only one other question. 

Some of us feel that our people have been led to believe that we are 
faced with only two possible situations, either the waging of preven- 
tive war, or living under what is described as a peaceful-coexistence 
program. 

Now, I wonder if you would agree and also tell us whether or not 
it would interfere with your planning if the United States and its 
people understood that there is something else besides these two alter- 
natives. This is what I would describe as the stepped-up waging of 
a political offensive against the Soviet Union by the use of the pro- 
paganda weapon. A lot of people think that if we disclose informa- 
tion, for example, about what the Soviets have done in the satellite 
countries, how they took them over, the dreadful things they did to 
the people, that somehow we hurt ourselves. It seems we only help 
ourselves and do not injure ourselves when we use these political 
weapons against the Soviet. What do you think about that? 

(Discussion off the record.) 

Mr. Fuxron. Now I want to ask a question. Under the program 
of NATO, there is the problem of correlation or standardization of 
arms. Secondly, there is the problem of the integration of forces 
to get a balanced force goal. How are they progressing on those two 
policies? ‘ 

General Gruentuer. On the first one which might be called a 
standardization program, they are progressing very slowly. 
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You recognize this: You go into an arms program. It ties into 
your industry so much. Take jeeps. There is a jeep made in, Italy, 
1 in France, 1 in Belgium and 1 in the United Kingdom and a fifth 
jeep made in the United States. About the only thing common to 
those five jeeps is the air in the tires. And remember that each of 
these jeeps is tied in to the automobile industry of its own country, so 
the problem of standardization is as difficult as it is important. You 
run into that same problem in other weapons and supplies. 

Next, you asked about integration of forces. . That is going very 
much better. Weare having relatively little difficulty on that, because 
people are beginning to believe in collective security. 

Now that doesn’t mean that here and there you don’t have an outfit 
or country that may not be building one force for certain national rea- 
sons. But even if you could correct that, the saving would be rela- 
tively slight. By and large, though, integration of forces is going 
pretty well. 

Chairman Ricwarps. Mrs. Kelly 

Mrs. Ketiy. Thank you, Mr. Chairman. 

I am sorry, General, that all the Members of Congress are not able 
to attend your briefing session. 

General GruentHER. Thank you. 

( Discussion off the record.) 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. General, you are always good, but your presentation to- 
day was even more comprehensive and unanswerable and brilliant 
than ever. I congratulate you, even though it is awfully sobering. 

General GruentTuER. Thank you. 

Mr. Jupp. If the Soviets were to launch an attack on a city in Eng- 
land or anywhere else in Western Europe, wouldn’t that, under the 
NATO agreement, start us off inevitably in an all-out attack against 
the Soviet Union / 

General GRUENTHER. I would think so. 

Mr. Jupp. Therefore, wouldn’t the Soviets be stupid to bomb a cit) 
in Western Europe, in NATO countries, for example and thereby 
bring disaster on themselves ? 

General Grurntuer. I think they would be stupid to go to war. 
at all. 

Mr. Jupp. Don’t the people in Western Europe see that the surest 
guaranty that there won’t be an atomic attack upon them is the fact 
that the United States has this atomic power ? 

General Grurntuer. I think by and large they believe that, Dr. 
Judd. 

(Discussion off the record.) 

Mr. Jupp. Can’t we say to our people—at least I have been saying 
it and I hope I am right—that the next war won’t start with atom 
bombs over there. You couldn’t get them to drop atom bombs ove! 
there first. They have to make their first attack on us, in an attempt 
to knock us out at the very outset. Otherwise as you said, they are 
sure to lose the war. They must know that. 

(Discussion off the record.) 

Mr. Jupp. Do you believe the Russians have been forced into a re- 
treat; and therefore their softer policy, at least, superficially, is de- 
signed to get us to soften up, too, instead of pursuing them in their 
retreat ? 





MUTUAL SECURITY ACT OF 1955 163 


General GrurentrHerR. Surely. They have overextended. They 
have found there is only so much blood ina turnip. If they put their 
issets in heavy industry and agriculture, they can’t put them in con- 
sumer goods. 

Malenkov came before the Russian people after he took over and 
said, “You fellows are paying 1,600 rubles for a suit of clothes,” which 
they were and are. A painter gets 800 rubles a month in Russia. Two 
months’ wages go for a suit of clothes. 

He said, “That is too much.” 

They all agreed and said, “ Yes, you are right.” 

Now he had 210 million kibitzers to know whether the price of that 
suit of clothes was going to be reduced or not, and it is still 1,600 
rubles. No nation can put all its resources into heavy industry. They 
have too little left to put in agriculture, and they cannot reduce the 
price of clothes. They are probably overextended and this may be 
their attempt to reconcile it. 

Chairman Ricuarps. Mr. Hays. 

Mr. Hays of Arkansas. General Gruenther, just one question: We 
have been very much interested in the proposal of Norway and Canada 
that we have a meeting of the representatives of Congress and the 
parliament of NATO countries. I wonder if you would have a com- 
ment on the value of that ? 

General GruenTHER. I thought the idea was very good. Is it on, 
ornot¢ I hadn’t heard the last. 

Mr. Hays of Arkansas. This committee unanimously approved it 
but some question has been raised in the House and we are working 
m it. 

General Gruentruer. I think it would be very fine. I hope you 
come. 

Mr. Hays of Arkansas. You wouldn’t mind our quoting you to that 
effect ¢ 

General Grurentuer. No. We have a special carpet ready to roll 
out for you if you come over to Paris. 

Mr. Hays of Arkansas. It seems to us that along with the military, 
there should be a tie between the various countries, not only through 
our executive department, but the representatives of the people to these 
various countries. 

General GrurNTHER. I think the tie is all right. I would hope you 
wouldn’t get the idea that you could take common legislative action, 
because you would find all sorts of complications. However, I think 
the meetings to discuss these common problems would be worthwhile. 

Mr. Hays of Arkansas. Do you happen to be familiar with this 
particular proposal ? 

General GruenTueR. I think I am generally familiar with it, but 
somehow I got the impression that it had been somewhat discouraged. 

Chairman Ricwarps. One man hit it a lick, but there are a good 
many more to be considered. 

_ General GruENTHER. Wasn’t that to be in the middle of July? You 
haven’t much time. 

Chairman Ricuarps. It was supposed to be in July. As I say, we 
had that on the Consent Calendar and there was one objection and 
so it will be brought up later. 

The Canadians were very anxious for the delegation to go over 
there. You are going to have them on your hands, anyway. 
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Mr. Hays of Arkansas. General, I merely asked the question be- 
cause, of course, we would be eager to do only those things that would 
be helpful to NATO objectives, in a meeting of that kind. 

General GruENTHER. I would favor it very much. 

Mr. Hays of Arkansas. Thank you. That is all. 

Chairman Ricwarps. Mr. Smith. 

Mr. Smiru. General, I want to express the same thought that Mrs. 
Kelly did; namely, that more Members of Congress might have heard 
your presentation, this morning. I want to go further than she did; 
I wish the country at large could have heard it, because of your con- 
vincing statement. I think you are doing a remarkable job. 

I am concerned, also, as Mr. Judd is, with reference to the political 
implications in the present situation; it’s the undertones that disturb 
me. It seems to me the attempt to build this superstructure of col- 
lective security, that underneath there is something in the way of 
shifting sands and these are political. 

Now collective security, military, is to be desired. Do we at the 
same time, however, have collective objectives, so far as our NATO 
nations are concerned? In other words, do the nations, our allies, 
feel the same about communism as we do? I have been to Europe 
several times and I have had some difficulty in really appreciating that 
they felt as we do. 

1 think they are ready to bargain at any time on business considera- 
tions and this would come prior to the question of collective security. 
What do you think about that ? 

(Discussion off the record.) 

Mr. Smirx. Thank you. 

Chairman Ricuarps. Congressman Burleson. 

Mr. Burteson. Thank you, Mr. Chairman. 

General Gruenther, to get back to the more material aspects of our 
defenses and capabilities of both our potential enemies and ourselves 
in Europe, I have two questions in mind. Perhaps they are related in 
such a way that I can state them together. 

I am interested in the problems which the Soviets must have with 
reference to the production, transportation, and storage of aviation 
gasoline, particularly jet fuel, and then whether or not you would care 
to discuss the guided missile capabilities of ourselves and the Soviets. 

General GrurentHeER. On the fuel, they are solving their problem by 
having the storage right on site. They are trying to have a certain 
number of days of supply available. 

We think that is inadequate and unsafe. We have local storage plus 
the pipeline. We say that their system is inferior. There is no evi- 
dence they have been doing any pipeline work at all. 

(Discussion off the record.) 

Mr. Burueson. Thank you, sir. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Boiron. Thank you, Mr. Chairman. 

General, it is good to see you. 

With regard to pipelines, how are they being laid, the way they 
were = the Second World War, just all over the ground like apple 
trees ¢ 

General GrurentueER. No, they are buried, Mrs. Bolton. 

Mrs. Botron. Naturally, they are much less vulnerable if they are 
underground ? 
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General GruentHER. They are all underground. 

Mrs. Bouron. And of course that means there isn’t the pilfering 
done that there was during the war? 

General GruentueEr. I don’t think that is a major worry. 

Mrs. Boutron. Thank you. 

How about USO? Do you have any of our USO people in there? 

General GruENTHER. We have entertainment facilities. I cannot 
say whether USO, as such, is actually operating. 

Mrs. Bouton. The reason I am asking is that I was talking with 
a German who came over to see about some German boys coming over 
in the fall. He was taken to a USO camp here, and he was so im- 
pressed with what it had to give he said he was going to try to do 
everything he could to instigate it in Germany as their Army pro- 

ressed. 

Then he said, with a strange look on his face, “Wouldn’t it be wise 
if your troops had the same service over there that they have here?” 

yeneral GRUENTHER. We will send you a letter on that. 

Mrs. Bouron. In our cold war, regarding the possible things we 
could and could not do, do you feel it would be helpful, or otherwise, 
if we severed our diplomatic relations with U.S. S. R. and the satel- 
lites and the people who are in sympathy with them ? 

General GrueNTHER. No. I very definitely feel that would be a 
mistake. 

Mrs. Botron. You think it would be a mistake ? 

General GruENTHER. Yes. 

(Discussion off the record.) 

General GrurentHer. One of the correspondents in Yugoslavia 
came out with a story—I do not know whether it has been heard over 
here or not—and I thought it was a good one. Khrushchev went to 
a tailor in Moscow to have a suit made and he said, “I want this to 
include a vest.” The tailor measured him for it and then measured 
the cloth and said, “Sorry, you can’t have a vest.” 

He said, “Well, then, don’t take the order, I need a vest.” 

When he got down to Belgrade he said, “Do you have any good 
tailors here?” 

“Oh, yes, some fine ones.” 

“Well, I would like to have one measure me for a suit.” 

The tailor measured it and said, “All right, we will give it to you.” 
And in addition, he said a vest could be included. 

Khrushchev said, “Are you sure?” 

The tailor said, “Yes.” 

He told the tailor that he had taken the cloth to Moscow tailors and 
they could not do that. 

_ The tailor said, “Oh, Mr. Khrushchev, you are a much bigger man 
in Moscow than you are in Belgrade.” 

Mrs. Botton. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Zablocki. 

Mr. Zantockt. Thank you, Mr. Chairman. 

General Gruenther, I want to associate myself with the statements 
expressing commendation and appreciation for your work in NATO 
and Europe, generally. 





166 MUTUAL SECURITY ACT OF 1955 


General GrueNntTHER. Thank you. 

Mr. Zan.ockt. What are the prospects of augmenting NATO? | 
have specific reference to the possibility of Spain joining NATO. 
Would you care to comment on what contribution Spain or other 
countries could make to NATO? 

( Discussion off the record.) 

Mr. Zastockt. Thank you, Mr. Chairman. 

Thank you, General Gruenther. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. General, I join those who wish everybody in the United 
States had heard you this morning. 

This matter of not agreeing to outlaw the A-bomb unless we limit 
conventional forces, it is not very secret because I made a speech about 
it in 1946 and wrote to Bernard Baruch about it and he at that time 
said, “You are so right, but the Secretary of State will not let us join 
the two.” But by fall in 1946 they were joined and in the legislation 
we are considering we have included the words “Armed Forces,” in 
our proposal for reduction of armaments, so as to tie up the fact that 
we are not going to reduce A-bombs or outlaw A-bombs unless we 
handle conventional armies. 

( Discussion off the record.) 

Chairman Ricwarps. General, I want to ask a question, but before 
1 do, I overlooked one very important member of this committee. He 
is a doctor. If you get too tired maybe he can help you. 

Dr. Morgan. 

Mr. Morcan. General, how much could we depend upon the produc- 
tion facilities of the NATO countries in time of war? Especially if 
Western Europe was a field of operations ? 

(Discussion off the record.) 

Mr. Morcan. What progress has been made since 1951 in NATO 
countries in the production of electronic equipment, shipbuilding, 
aircraft, and heavy equipment ? 

(Discussion off the record.) 

Chairman Ricnarps. With regard to Spain, I would like to make 
one observation: Every military man, every Air Force man, every 
Navy man, says that Spain is of great strategic value. 

Now, with regard to the layman, there are some fears. When I was 
there, the labor people in France and the labor people in England 
were talking the same way. 

It seems ridiculous to me. We are allies of and spending money 
every year for Italy, which was on the other side during the early 
years of the war. We are spending on Turkey, which was a neutral, 
because it is the obvious thing to do. 

In Yugoslavia, there is nothing but slave labor. It is really nothing 
except they don’t like Franco. It is just ridiculous to me, and I am 
not in favor of going along with that doctrine of our friends in Great 
Britain and France. 

Mr. Jupp. And those same labor people insist we must recognize 
Communist China where there is no free labor movement. at all. 

Mr. Dopp. Don’t you think they need some of this political edu- 
cation ? 

Chairman Ricwarps. Some people ought to be educated in the 
United States on some of those comparisons and somebody ought to 
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educate Great Britain and France, whether they like it or not. But I 
understand you are not a political general. 

Mr. Fuuron. Could I ask a question about Marshal Zhukov? 

Some of us have met him, and were able to spend some time with 
him one day in 1945 with Eisenhower at Templehof Aerodrome in 
Berlin. 

(Discussion off the record.) 

Mr. Jupp. Mr. Chairman, may I ask a question / 

Chairman Ricuarps. Yes, go ahead, Dr. Judd. 

Mr. Jupp. I heard a prominent German the other night say that 
he felt East Germany had perhaps become a liability to Russia. 

He anticipated this Adenauer invitation, or he anticipated some 
move on the part of the Kremlin which might enable them to get 
rid of undependable East Germany, but at the same time gain a 
trenendous cold war victory out of the process. It would get rid 
of a liability and get the very effects in West Germany you talk 
about. It isa very seductive thing designed to soften us up and make 
us think that peace is near. 

(Discussion off the record.) 

Mr. Jupp. Thank you. 

Mr. Proutry. How long will it take to develop an effective German 
Army ¢ 

(Discussion off the record.) 

Chairman Ricuarps. The general has to be at a committee meeting 
in the Senate at 2, and he has a luncheon engagement, so he will 
probably have to get ready for that. 

General GRUENTHER. I have prepared here a statement, in case you 
wished to give something to the press, or wanted to put it in the record, 
and I will turn these over to Mr. Crawford. 

Chairman Ricuarps. Do that, please. 

General GrugenTueEr. It is an unclassified statement. 

Chairman Ricnarps. Without objection, we will want that placed 
in the record. 

Mr. Vorys. Give it to the press. 

Chairman Ricwarps. We will give it to the press, but I want it also 
in the record. 

(The statement is as follows:) 


STATEMENT OF GEN. ALFRED M. GRUENTHER, UNITED STATES ARMY, SUPREME ALLIED 
COMMANDER, EUROPE, AND UNITED STATES COMMANDER IN CHIEF, EUROPE 


Mr. Chairman, during the past 414 years, I have had a unique opportunity to 
observe the operation of the American mutual security program in Europe. It 
has made a significant contribution to the security of the free world. 

When General Eisenhower came to Europe in 1951 to head the military effort 
of the NATO alliance, he felt strongly that as our strength developed and as our 
effectiveness to resist Soviet aggression grew, it was important that we instill 
a spirit of confidence and understanding; the best way to develop that spirit was 
to make sure that what we were doing, and what we could and would do were 
made clear to as many people as possible of all of the member nations of NATO. 
We still feel that this objective is entirely valid and we welcome all opportunities, 
particularly opportunities such as this one, to report on our accomplishments as 
well as the problems we have not yet solved. 

First of all, I want to make clear that I fully support the concept which 
underlies the mutuaksecurity program. That concept is based on recognition of 
the fact that security in the world today cannot be based on a concept of geo 
graphical compartmentation. The attainment of security in today’s world is a 
global problem. For any nation, and that specifically includes our own country, 
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security is best developed——in fact, it must be developed—with the assistance 
of allies. 

Many years ago, its separation from the European Continent by even a narrow 
channel granted the British Isles a measure of security. More recently, our own 
country gained similar benefits from the greater ocean barriers that separate 
us from other parts of the world. However, today, because of almost incred:ble 
technological advances, no nation can consider that mere physical separation 
grants security. 

There is a new requirement for a farflung system of bases, installations that 
will permit us to establish forces which will screen and protect those bases and 
new and specially developed and equipped forces which permit our military 
strength to be used wherever required. These new requirements add up to an 
imperative need to have strong, determined, and reliable allies. The type and 
magnitude of the struggle that we are involved in imposes upon us a very prac- 
tical necessity for seeking and keeping every possible ally who is willing to 
stand and fight with us in the defense of freedonr. Helping those allies to be more 
effective, stronger, and more resolute in this struggle is clearly a sound means 
of consolidating the basis for our own security. 

Mutual security, accordingly, is necessarily worldwide in concept and in prac- 
tice. Mutual security may vary from year to year, in terms of type, quantity, 
and the areas on which this assistance concentrates. These variations should 
of course relate to the accomplishments which the nations concerned have them- 
selves realized, the aid previously provided, and the current threat or special cir- 
cumstances that prevail in a given area. For example, in the past a very great 
portion of this program was devoted to Europe, but in the future a large part of 
the program will go elsewhere, although Europe is still given substantial sup- 
port. My purpose here today beyond supporting the mutual security concept 
to the fullest extent, is to talk in more detail about the overseas area with 
which I am currently concerned and which I know best, that is, the European 
area. In talking about that area, I hope to show you what has been realized, 
in very great part as a result of the United States mutual security program, and 
to demonstrate how important it is that we not now relax or lessen our par- 
ticipation in the defensive effort there. 

Without discussing at any length the origin and reasons for the North Atlantic 
Treaty Organization, I am sure you all realize that NATO was created with the 
primary objective of preventing war. It was born of recognition that world 
communism does not respect weakness and that negotiating from weakness is the 
sure way to lose the cold war. By developing a position of strength, based on 
a united determination to resist aggression, the status of the nations concerned 
in relation to the Soviet Union and its insidious intentions would be greatly im- 
proved. That position of strength, once attained, would cause a potential ag- 
gressor to think long and hard before attacking any member of this mighty alli- 
ance. The purpose of this defensive alliance, then, is to develop such unity and 
strength as will prevent a third world war. 

Looking back, I think we can with some justification reflect on the wisdom 
of the action of the Allies. We have worked hard to develop our strength. It is 
obvious that we have made great progress. The evidence began to develop some 
time ago with various Soviet overtures and a reorientation of Soviet propaganda 
and diplomatic activity. The Kremlin sought with all its devious means to 
thwart the entrance of West Germany into NATO. They sought to do this be 
cause West German membership represented a further increase in and consoli- 
dation of our strength. They failed. Realizing failures such as this, and re- 
specting the strength that has been built, the Soviets have taken a new line. 

After many years of resistance, the Soviets have now agreed to withdraw from 
Austria and permit the Austrian people to live in the peace and freedom which 
the free world has tried to restore to them for many years. Also, after bitter 
ideological quarrels, the Soviets are now trying to patch up relations with Yugo- 
slavia. The climax came the day before yesterday with the Soviet invitation to 
have Chancellor Adenauer visit Moscow. Certainly these were not easy actions 
for the Soviet Union. In each of these cases, a radical change in attitude is in- 
volved. It is not unreasonable to conclude that the progress which NATO has 
made is a major factor in the change of the Soviet attitude. 

It is clear to me that the course we charted some 5 years ago has been a sound 
one and it has brought us considerable success. The important thing is that 
now we are reaping these gains, now that we have these pluses on our side, we 
must continue the effort that has brought these successes. Our efforts must not 
lessen. We must continue the course we have set. To do otherwise would be 
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to forfeit the advantages we now have and which are bringing about these great 
ains. 

' The greatest of these advantages and one which must always remain among 
our foremost objectives is that we have remained at peace. There, too, NATO 
may claim an important measure of success, because NATO, with its first objec- 
tive of avoiding war, has been a real factor in maintaining the peace. All of us 
hope and pray that we will continue to be successful in this effort. However, 
should the Soviet Union unfortunately start a war, then the NATO nations do 
have the military strength to react in defense of the liberties and principles to 
which the NATO peoples and their governments are dedicated. 

The NATO nations have created in Western Europe an important defensive 
capability. We have a twofold mission. We must, of course, use our military 
strength to defeat the enemy as quickly and as effectively as we can; we must, 
however, at the same time, prevent the overrunning of NATO territory. 

I would like to make it quite clear that these two objectives, these two mis- 
sions, are not identical. They may impose different demands on different forces. 
We do not have today the same degree of capability to do both jobs. It must be 
recognized, however, that both of these objectives are of prime importance. 
Obviously our military strength, once committed to war, must seek the defeat of 
the enemy. That objective requires little explanation or discussion. Our other 
objective, defending and holding territory, has a particular importance to those 
partners of ours who are closer to the Soviet military might. 

The United States has never experienced an invasion, an occupation, and then 
a liberation. We have partners, however, who have experienced all three and 
have experienced them recently. No one of those nations looks forward to re- 
peating those experiences. The NATO alliance therefore makes provision for the 
strongest possible efforts to defend the territory of its members. 

Of course, the important question is: “How well are we prepared to accomplish 
these two objectives?” The answer with respect to the first one, viz: “Could 
we defeat the enemy if unfortunately an attack should come now?’ is “Yes.” 
This is primarily because of our long-range air capability. In this stage of tech- 
nological development, offensive airpower has a big advantage over the defensive. 
This fact, plus our powerful long-range Air Force, enables us to say that the 
enemy would be defeated today. This is of fundamental importance to the entire 
NATO alliance. It is a capability which we must maintain and develop in order 
that it may retain its vital strength. For myself, I am satisfied that our long- 
range airpower is better and more effective than the comparable Soviet military 
organization. I believe that the edge which we have now will remain with us 
for some time into the future if we determine that it should be that way. I would 
not like to predict how long this will be true; all predications of this sort are 
dangerous for very evident reasons. In this case there is a particular danger 
because, obviously, the Soviets will bend their best efforts to counteract this key 
military capability of ours. However, regardless of predictions and recognizing 
what is reasonable and probably within Soviet capability, the important thing 
appears to me to be that we recognize that it is vital that we keep the lead we 
have and that we act upon that recognition. I believe that we can do it; I believe 
that we will. 

As far as our present capability to hold and defend territory is concerned, we 
have the organization I command, Allied Command Europe. You will recall 
that Allied Command Europe was created just over 4 years ago. General Hisen- 
hower was appointed as the first commander. When he arrived in Europe, the 
defensive strength that existed was unorganized and inadequate in almost every 
respect. But there was a will and a determination to create organized and 
effective defensive strength; I believe that that is exactly what has been done. 
We have created a military organization that stretches from Norway across 
central Europe, along the Mediterranean to the eastern borders of Turkey. We 
are organized to function as a military command throughout that entire area. 
Our headquarters are in being, our staffs are functioning, and our plans are pre- 
pared. Our forces have developed to a degree that even the most optimistic of 
us did not believe possible 4 years ago. 

Since 1951 when our military effort was first initiated, our divisional strength 
has increased to a point where we now have between 90 and 100 divisions, 
roughly 3 to 4 times what we had originally. The divisions we have today are, 
of course, at varying stages of effectiveness, but the scale of what has been accom- 
plished is apparent. In the air, at the time that Allied Command Europe was 
organized, there were fewer than 2,000 military aircraft available to the NATO 
effort in Europe. Please note that I have simply referred to military aircraft. 
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I could not, by even the most generous of definitions, arrive at anywhere near 
that number if I talked in terms of effective or modern aircraft. However, from 
that pitifully inadequate beginning we have increased until today we have over 
6,000 aircraft available, and I am now talking in terms of modern fighting air. 
planes. The naval forces of Allied Command Europe have shown similar growth. 
and we have today several times the naval effectiveness that we had when our 
buildup started some 4 years ago. 

Talking simply in terms of numbers, as encouraging as that may appear, 
does not do our effort full justice. In addition to the quantitative increase, the 
forces of all three services have undergone major reequipping programs and 
are now equipped with effective and modern weapons and are being trained to 
function as an efficient modern fighting force. To all of this must be added 
what we have realized as a result of the NATO infrastructure program: we 
have well over 130 airfields available for use today which we owe to that 
program ; we have new communications systems; we have provision for a pipe- 
line system for the distribution of jet fuel. Finally, we will have a substantial 
augmentation of our strength because of the forces which the Federal Republic 
of Western Germany will furnish. All of this adds up to a very substantia! 
military capability. 

‘articularly with the German contribution, and with the use of the new 
weapons that have become available, that defense will be well to the east and 
our plans are based on such a defensive concept. We feel that when the 
German contribution is effective, and with the use of the vast power which ow 
atomic weapons provide, we will be able to defend successfully far forward— 
much farther forward than we can now—to include the territory of the Federal! 
Republic of Germany. 

It would not be accurate on my part to leave you with the impression that 
everything is perfect within our military effort in Europe. That simply is not 
the case. In spite of the very great progress we have made, much remains 
to be done. We are by no means at a stage where we can afford to be com- 
placent and self-satisfied. There are still forces that must be built, more of 
them that must be improved, and other actions which must be taken in support 
of our military strength if it is to attain the necessary effectiveness. If we 
prematurely halt or cutback our efforts, we can lose much of what we have 
worked so hard to gain. 

The progress we have realized, and the capabilities that we now have and 
will have in Allied Command Europe, have been provided for at great cost 
We must recognize that the determination to resist the Soviet advance was 
backed up by substance on the part of all of the NATO nations. And here | 
would like to make it clear that the European NATO nations have devoted 
great sums and great efforts to creating this defensive capability. In 1950. 
for example, the defense budgets of the European members of NATO totaled a 
little over $5 billion. By 1954, they had increased to about $11 billion. 

The efforts that these other nations put forth were supplemented by the 
United States contribution through the mutual security program. I would like 
to give you a few programs of what has been realized through the mutual 
security program. New type tanks have been made available and improved 
artillery pieces have been provided that add materially to our Army strength 
Ammunition, always an expensive but much-needed item, has been provided and 
our position in that respect is much improved. Escort vessels, minelayers, mine- 
sweepers, and other types of ships have been made available to NATO navies. 
considerably increasing the effectiveness of coastal and harbor protection. 
In addition, vessels which were previously in national navies bave been ex- 
tensively modernized. In the air, modern jet fighters and other types of modern 
aircraft have been provided to our NATO allies, and with these have gone the 
necessary support equipment that is essential if these aircraft are to be 
effective. In addition, all services have provided essential training on the equip- 
ment that has been made available, giving us the basis to establish a well- 
drilled and effective team. The assistance provided by the United States con- 
stitutes a major contribution; without it there is no question but what the 
accomplishments we have to show today could not have been realized. 

To summariz*, I think it fair to say that thanks to major efforts on the part 
of all the NATO allies, the free world is today operating from a position of 
strength which has already paid great dividends. To make the most effective 
possible use of that situation, we must under no circumstances pérmit a weaken- 
ing or relaxation of our effort, for that would inevitably have the effect of re 
ducing the effectiveness of what we have done to date. One important material 
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factor in attaining this position—and in my view assuring that we will keep it— 
is the United States mutual security program, current appropriations for which 
you are now considering. 

“In the bill that you have befvre you, there are contributions for continuing 
ithe support of the international military headquarters which make our military 
organization in Europe a going concern; there is provision for continued support 
of the NATO infrastructure program, that program which has in large part given 
us an effective base for military operations and given new effectiveness to our 
air forces throughout the area of Allied Command Europe; finally, this legisla- 
tion makes provision for specific support of elements of the military efforts of our 
allies, and that support is important to continue the development of what has 
been started. 

One major achievement which should be given special weight as we assess the 
current situation is that the 440 million people of the NATO nations now be- 
lieve in the principle of collective security. They recognize that the problem of 
the defense of the West will be solved together and in common or it will not be 
solved at all. Moreover, we now have a common concept for implementing that 
defense. 

It seems to me that in terms of dollars and cents and in terms of demonstrated 
adherence to a cause, the contribution which this legislation proposes is addi- 
tional evidence of United States determination to continue its leadership in the 
defense of the free world and its support of those free nations which have joined 
with us in the fight for freedom. I would stress that this is another and sig- 
nificant measure in developing and preserving the position of strength which is 
ours today. Maintaining that position of strength is basie to the success of our 
cause. Weighed on the basis of what has been accomplished and what must still 
be done, mutual security, in my opinion, more than justifies support. I am con- 
vinced that there have been few better opportunities for us to demonstrate. to 
all that our course has been set, that we stand behind our objectives and our 
principles, and that our friends can count on our standing by them. As long 
as we are guided along these lines, we should be able to look forward with sober 
confidence and optimism to the years ahead, years which we are helping to guar- 
antee as years of peace and freedom for ourselves and our allies. 


Chairman Ricuarps. The foregoing is your formal statement for 
the record ? 

General GRUENTHER. Yes. 

Chairman.Ricnarps. And it can be given to the press ‘ 

General GRUENTHER. Yes. 

Mr. Jupp. Mr. Chairman, most of our people seem to get their ideas 
nowadays through television, and I just wonder whether it would 
not be a good idea to put General Gruenther on a nationwide television 
program to tell the country two-thirds of what he told us here today. 
Most of it could be told. I know NATO was sold originally on the 
basis of an Eisenhower television program. It wastouchand go. He 
went on, he presented some charts, and the whole concept ; the country 
accepted it. I just think it is so important right now that our people 
see the whole picture; they are in the process of deciding whether to 
stay steadfast, or tosoften up. If he were to present, not the details of 
our capabilities in striking back, but the threat to ourselves, it would 
wake people up. 

Chairman Ricnwarps. General Gruenther, every time you have been 

here you have made invitations and made a few speeches but you have 
not scratched the surface. I think Congressman Judd’s suggestion is 
wise, 
_ Would you have any objection to this committee expressing the opin- 
ion to the executive department that arrangements should be made 
for something along that line? I would be glad to take sueh action 
in the name of the committee. 


63245—55-———_12 
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Mr. Jupp. Even request the chains for the privilege of putting it 
on as a public service, a request from a congressional committee. 

Mr. Vorys. Would you have any objection to our, for instance, say- 
ing that Assistant Secretary Hensel get busy on something like this} 

Mr. HenseEt. I have already noted that. 

Chairman Ricuarps. Would you have any objection in that speech 
that you make on television, to allow Mr. Vorys to ask you a few 
questions ? 

General Gruentuer. No. 

Chairman Ricnwarps. The committee stands adjourned until 2 
o’clock. 

(Whereupon, at 12:55 p. m., the committee adjourned, to recon- 
vene at 2 p. m. the same day.) 


AFTERNOON SESSION 


The committee met, pursuant to call, in room G-3, United States 
Capitol, at 2:20 p. m., Hon. James P. Richards (chairman) presiding. 

Chairman Ricuarps. Ladies and gentlemen, we have with us this 
afternoon in our continued consideration of the amendments to the 
Mutual Security Act, Mr. William J. Sebald, Acting Assistant Sec- 
retary of Far Eastern Affairs, Department of State. We are glad 
to have you here. Will you proceed. 


STATEMENT OF HON. WILLIAM J. SEBALD, ACTING ASSISTANT 
SECRETARY, FAR EASTERN AFFAIRS, DEPARTMENT OF STATE 


Mr. Sepavp. Thank you, Mr. Chairman. 

I am appearing in support of the proposed mutual security program 
for the Far East for the fiscal year 1956. The countries covered by 
the Far East presentation will include Vietnam, Cambodia, and 
Laos, Formosa, Korea, Japan, the Philippines, Thailand, and Indo- 
nesia. 

Secretary Dulles and other witnesses who have preceded me have em- 
phasized that it would be a great mistake to judge that the danger 
threatened by international communism is now past. The Secretary 
added, you will recall, that if we were to act in such a manner that 
others might think we judged the danger to be past, it would be an 
equally dangerous mistake. The truth of this observation is nowhere 
more abundantly clear than in the situation with which we are con- 
fronted in the Far East. 

The immediate threat to world security and stability remains cen- 
tered, as it was a year ago, in Asia. Although the military forces of 
Communist aggression have, for the time being, been checked in the 
Far East, these forces are poised for action and remain a constant 
threat to world peace. Substantial Communist forces are capable of 
again invading Korea from the north and they continue to threaten 
Formosa from the mainland. They continue to present an undis- 
guised threat to the freedom of free Vietnam, Laos, and other coun- 
tries in the area. Internal subversion similarly remains a serious prob- 
lem, particularly in free Vietnam, and in + countries of south- 
east Asia somewhat removed from the immediate threat of armed 
aggression, where strenuous efforts are being made by the Soviet bloc 
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to cultivate and intensify anti-Western, and particularly anti-Ameri- 
can, propaganda and sentiments. 

United States policy in the Far East is intended to strengthen the 
free nations of Asia and to encourage closer cooperation among those 
nations and with the United States. Our policy seeks to reduce the 
menacing influence of communism and to prevent the further spread 
of aggressive Communist power detrimental to the security of the 
United States. 

The free nations of Asia are a most vulnerable and important area 
of United States security interests. Apart from their large popula- 
tions and resources, the military strategic significance of these coun- 
tries derives from their location along the perimeter of Communist 
China and Soviet Russia. They include the many relatively new 
states which are particularly vulnerable to Communist expansion, 
either by overt aggression or by internal subversion. They include 
also the island chain which constitutes our defense line in the Pacific, 
as well as the mainland areas and the lands which lie astride free- 
world air and sea communications between the Pacific, South Asia, 
and Europe. A loss of any significant portion of this area would 
make it infinitely more difficult to fulfill the engagements we have 
made through the Manila pact, ANZUS, and the bilateral defénse 
pacts with Korea, Japan, the Republic of China, and the Philippines. 

Sizable local forces are essential to the protection of these free 
countries. In most instances the required native forces are far larger 
than the countries alone can support. The amounts requested for 
military assistance and direct forces support are required to establish 
and maintain the defensive forces of these outposts of freedom. The 
United States is also extending considerable assistance not only in 
the form of training and modern equipment for such augmented 
military forces, but also in the form of economic support to help 
underwrite their defense efforts. 

It is in our national interest that the economies of these free 
nations should be developed to the point where responsible govern- 
ments can maintain themselves effectively against forces of subver- 
sion and fragmentation. It is our policy to assist these free nations 
if they wish this assistance and if it is their firm policy to remain 
free. They need assistance from us in this critical period while 
they are attempting to achieve the economic progress essential to 
assure their political independence. 

The recent Bandung Conference afforded a unique opportunity to 
see how United States efforts are mirrored in the eyes of the free 
Asian nations. The vigorous speeches which were delivered at the 
Conference were the clearest indication we have had in some time 
of the will and determination of these nations to defend the prin- 
ciples of independence and freedom which are the cornerstone of 
our own policies with respect to these nations. The Conference con- 
demned the new colonialism of communism as well as the outmoded 
19th century variety. In the final communique the Conference also 
endorsed the principle of collective security which is the foundation 
for so much of our effort in Asia and elsewhere to deal with the 
problem of aggression. Formal recognition was also given by the 
participants that foreign economic aid programs are a welcome and 
constructive element of international relations. 
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The preponderance of funds being requested of Congress for con- 
tinuation of the mutual security program during fiscal year 195¢ 
will be used to meet the threat to the free world in the Far East. 
A total of $1,070 million is recommended for the programs other than 
mutual defense assistance for the Far East for the fiscal year ec 
This represents 50 percent of the global non-MDAP total of $2 
million. Of the Far East total, $765 million is to be out re 
defense support programs, $266 million is for direct forces support. 
and $39 million is for technical assistance programs. Precise figures 
on the military programs for the Far East are not available on an 
area basis in view of the nature of the presentation which is being 
made this year. I understand that the Defense Department witnes 
will discuss with you the status of the various military programs. 

The largest segment of the nonmilitary aid in the Far East is 
planned for Korea. Since the cease-fire in Korea, considerable prog. 
ress has been made in the rehabilitation of the country, but the eco- 
nomic situation as a whole is still far from bright. The buildup of 
the North Korean ground and air forces, and the recent Communist 
aggressive threats in the Formosa area, together with the general 
uncertainty prevailing in other parts of Asia, make it necessary to 
maintain the defensive strength of the Republic of Korea forces 
at their present level, despite the heavy economic burden this for- 
midable force places on the Korean economy. Substantial assistance 
of all types from the United Sates is needed for the dual job of help- 
ing to maintain sizable defense forces so important to the security of 
Korea and helping in the task of maintaining economic stability while 
rebuilding the essential facilities destroyed during the Communist 
invasion. 

Formosa is an important link in the Free World’s island chain of 
defense in the Pacific. Its defense is therefore considered essential 
to the seeurity of other free countries in the Far East and ultimately 
of the United States. Moreover, the Government of the Republic of 
China provides a political challenge to Communist domination of 
the Asian mainland and to Communist influence among the 13 million 
overseas Chinese, many of ob vag reside in str tegic parts of the 
Southeast Asia and Pacific area. During the bY, years since the 
Government of the Republic of China established itself on Formosa. 
substantial progress has been made in the economic sphere and in 
governmental administration, thus demonstrating that a free Chinese 
society can be developed on Formosa which stands in ine ‘reasing]\ 
favorable contrast to the harsh rule on the mainland. 

Because the economic resources of Formosa are so limited in rela- 
tion to the population and the large military establishment that must 
be supported, maintenance of the island as a military and political 
asset to the free world depends in large measure upon substantial 
assistance from the United States. 

The Chinese Communists continue a large military buildup on the 
mainland opposite Formosa. At the same time they are increasing 
their air capabilities. There have been continuous C ‘ommunist prob- 
ing attacks by artillery along the so-called offshore islands. Not- 
withstanding these developments the present situation in the Formos: 
area appears to be tending toward the emergence of a de facto cease- 
tire. This tendency makes all the more necessary the maintenance. 
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through continued support by the United States, of a situation of 
trength in Formosa. This would be the only sound basis for a 
cease-fire. 

~ In Free Vietnam the Government under the forceful leadership of 
Prime Minister Diem is fighting against tremendous odds to achieve 
nity and consolidate its newly won independence. It has been con- 
fronted with Communist control of Vietnam above the 17th parallel, 
‘hreats to the legal Government’s authority posed by the self-inter- 
ested politico-religious sects, and the necessity of resettling the hun- 
ireds of thousands of refugees who fled Communist domination fol- 
lowing the military partition of Vietnam. Adding to its burdens are 
‘he need of rehabilitating and developing an economy ravaged by 8 
years of war, and the demands for creation of political institutions re- 
juired by full independence. 

The United States has consistently assisted Free Vietnam in its 
afforts through public indication of friendly support for the legal gov- 
ernment and through extensive programs of financial, military, and 
technical aid. These programs are crucial if Free Vietnam is to win 
the battle against the Vietminh for control of the strategic area. 

In Laos and Cambodia, similar consideration of their importance 
ito United States security and the need to help them in meeting the 
avy responsibilities of independence, economic rehabilitation, and 
the financial burden of armies necessary to their survival, have led 
the United States to allocate substantial sums for military and eco- 
omic support. Laos must also contend with an overt Communist 
threat in the guise of the Viet Minh-sponsored Pathet Lao, who con- 
inue to defy the central Government by maintaining de facto control 
if major portions of two northern provinces. 

Since January 1955, United States assistance has been furnished 
lirectly to Cambodia, Laos, and Vietnam instead of through France, 
ishad largely been done previously. 

The expansion of Communist control and influence in Vietnam, and 
the threat to Laos and Cambodia emphasizes the importance of 
lhailand as a frontier of resistance to Communist conquest of South- 
east Asia, Its assumption of increased international responsibilities 
inder the Manila Pact is further evidence of its importance. The 
luef Communist threat to Thailand at present is in the northeast 
provinces where economic conditions are less favorable and where the 
Communists may attempt to exploit this situation by using the so- 
‘alled Free Thai movement; the so-called Pathet Lao movement and 
the 50,000 Vietnamese refugees most of whom openly support Ho Chi 
Minh, 

The Philippine Republic, already a principal link in the Far East 
lefense perimeter, is an increasingly important element in free world 
ollective defense arrangements. The Communist movement there 
\ppears to have been driven completely underground and to be making 
10 headway. The past year has been marked by relative stability in 
the Philippines but without notable improvement in the overall eco- 
iomic¢ situation upon which continued political stability depends. 

Most of the assistance contemplated for Japan is to help in the 
organization, training, and equipping of Japanese forces capable of 
maintaining internal security and contributing effectively to the secur- 
ity of Japan against external aggression. Although.there is no need 
lor economic assistance to Japan on a large scale, we are also interested 
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in helping Japan to develop a strong, viable economy, for an economi- 
cally strong Japan would contribute to the economic development of 
the entire Far East and provide another link in the free world’s chain 
of defense against Communist aggression. 

As you know, Indonesia has taken the position that its national 
interests can best be served by following an active and independent 
foreign policy. In extending technical assistance to Indonesia under 
the mutual security program our objective is to help that important 
country attain its national aspirations by strengthening its indepen- 
dence and laying the groundwork for sound economic growth and 
better standards of living for its people. 

In concluding this brief review of our policy and the situation in the 
Far East, I would like to add a word about the President’s Fund for 
Asian Economic Development. This fund, which is designed to stimu- 
late the development of economic strength and cooperation in this 
area, may well turn out to be the pivotal point in the economic and 
social betterment of Asia. The programs thereunder will be based 
— long-range planning and will have the benefit of the cooperative 
effort of the free nations of Asia in seeking ways to solve their own 
problems of development. 

Mr. Chairman, that is the end of my prepared statement. I will be 
glad to attempt to answer any questions. 

Chairman Ricuarps. We will proceed under the five-minute rule. 

Mr. Vorys. Mr. Chairman, I wonder if it would be helpful to follow 
the practice that we have had for some time in the past of having some 
statement as to the economic end of it prior to the question period? 
Then we can fire questions at both of them. 

Chairman Ricuarps. Have you any objection to that? How long 
is your statement ? 

Mr. Moyer. It is seven pages. I thought in presenting it to omit 
some of the details. It would be just a little bit longer than Mr. 
Sebald’s. 

Chairman Ricnarnps. You are both testifying on the same area. 
What does the committee think about that? Would you rather ques- 
tion Mr. Sebald first ? 

There is some difficulty when you have two statements. You don’t 
know who to direct your question to. Will you proceed, Mr. Moyer. 
Mrs. Boutron. Are we going to have a report from the General? 

Chairman Ricuarps. General Wilson, have you a prepared state- 
ment ? 

General Wiison. I do not. I will be prepared to answer questions 
on any phase of the military end of it. 

Chairman Ricuarps. We have with us Mr. Raymond T. Moyer, 
Regional Director, Office of Far Eastern Operations, Foreign Opera- 
tions Administration. We are glad to have you here. 

Mr. Jupp. Somebody from the military ought to do for Asia what 
General Gruenther did this morning for Europe. 

Chairman Ricuarps. We can get what we want before the hearings 
are over. Of course, General Gruenther belongs to an international 
military organization. 

I agree with you that we should get the military phase of it from 
somebody. Mr. Moyer. 
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STATEMENT OF RAYMOND T. MOYER, REGIONAL DIRECTOR, OFFICE 
OF FAR EASTERN OPERATIONS, FOREIGN OPERATIONS ADMIN- 
ISTRATION 


Mr. Moyer. Mr. Chairman and members of the committee, I am 
very glad to have the opportunity to take my particular part in this 
presentation, which is to explain the economic programs proposed for 
assistance in the Far East during the fiscal year 1956, developed 
against the background of the situation that Deputy Assistant Secre- 
tary Sebald has described and the policy considerations that he has 
outlined. 

Mr. Sebald also has brought out the broad problems of the countries 
of this region which make it necessary that they receive friendly help, 
if they are to succeed in accomplishing what is of vital concern to them 
and would be in line with our own interests and objectives. The prob- 
lems I refer to, of course, are those in which the economic factor is of 
major importance. The members of this committee are familiar with 
these problems, but I would like briefly to summarize them because 
they are what these programs specifically are directed toward. 

The first is military forces larger than the countries can support out 
of their own resources. Supplying military aid does not in itself 
solve their economic difficulties; it often aggravates them. There- 
fore, if we share with such countries a desire that they maintain and 
strengthen their armed forces, we have no alternative except in one 
way or another to help them bear the cost. 

Then there is the threat of internal subversion. The history of the 
Communist advance in Asia shows that in general it grew from small 
beginnings within the country, feeding on issues which were of acute 
and growing concern to the people, and proceeding then to build up 
organizations and activities, finally an armed force. The problem 
here is how to help countries, facing that threat, to stop its growth 
before it gains dangerous strength—to apply the ounce of prevention 
that may be worth pounds of cure. 

A third major problem is the fundamental internal problem com- 
mon to most of these countries, springing from: Recently acquired 
independence; their numerous and complex difficulties as they make 
adjustment to the modern age; and their upsurge of hopes and aspira- 
tions, to achieve the national strength and dignity which will assure 
them success as independent nations, and to secure for themselves 
and their posterity the blessings of liberty and peace, issuing in a 
better life. The question is how best to help them realize these aspira- 
tions through the democratic alternative, and in friendly cooperation 
with other free peoples. 

_ This assistance which I am recommending for non-MDAP programs 
inthe Far East relates directly to the solution of the economic aspects 
of these basic problems. 

Some of you may like to turn to the Blue Book, page 196, in section 
IIT of volume II, where there is a summary of these proposals, which 
Ithink it might be convenient for me to speak from. The whole table 
is for the whole of Asia. I, of course, am speaking about the bottom 
half of that table, the part for the Far East. 

You see there are four columns. There are three categories; direct 
forces support, defense support, and technical cooperation; and the 
total is the column on the extreme right. 
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You will see in that column that the total recommended is, as Mr, 
Sebald has said, $1,070 million. This is about $128 million less than 
the total of $1,198,300,000 allotted to the same programs in the Far 
East for obligation during the current year. 

Out of the total of $1,070 million, $987 million, or 92 percent, is for 
the countries around the periphery of Communist China which are 
supporting large armed forces—Korea, Formosa, Vietnam, Cambodia, 
and Laos. Eight percent, or $83 million, is recommended for programs 
in the remaining countries—the Philippines, Thailand, Indonesia, and 
Japan. 

As you will also see from the table, it is recommended that 7 of 
these 9 countries receive direct forces support, defense support, and 
technical cooperation forms of assistance. For two of them, Indonesia 
and Japan, technical cooperation programs only are recommended. 

By categories, the amounts recommended are for direct forces sup- 
port, $265.7 million; for defense support, $764.8 million; and for 
technical cooperation, $39.5 million. 

Individually, for these 9 countries, the figures are for Korea, $460 
million ; for Formosa, $102 million; for the Philippines, $28.5 million; 
for Vietnam, Cambodia, and Laos together, $425 million; for Thai- 
land, $45.5 million; for Indonesia, $8 million; and for Japan, $1 
million. 

Now, getting more into the details, I suggest we look, first, at the 
direct forces support category, for which a total of $265.7 million is 
recommended. This money, as I believe the committee understands, 
will be used to finance the dollar costs of items for the direct use of the 
military forces, not military hardware, that are to be imported. Items 
commonly provided under this category include such types as gaso- 
line for tanks and airplanes, structural steel and cement for military 
installations, cloth or raw cotton for uniforms, and wheat and soy- 
beans for troops. The amounts provided are in general based on esti- 
mates made by the MAAG mission of the country, approved by the 
Department of Defense in Washington, and reviewed by the Opera- 
tions Mission of the country to see that this part of the program is inte- 
grated into the total plan for dealing with the country’s economic 
problems. 

By countries, a total of $180 million, or approximately 68 percent of 
the funds under the direct forces support category, is recommended 
for Korea. Direct forces support for Korea is included in the mutual 
security program this year for the first time. Last year it was pro- 
vided for the most part out of funds appropriated directly to the 
Department of Defense. The proposed amount does not cover the 
cost of some 20 to 30 percent of the ROK requirements for these 
types of items which can be, procured within Korea, and which it is 
assumed the ROK Government itself will be able to finance without 
serious inflation. The funds to be provided by the United States will 
be spent mainly for supplies, of which the principal items are $18.8 
million for foodstuffs; $31.6 million for gasoline, fuel oil, and other 
petroleum products; $85.2 million for clothing items and raw cotton 
to be made into cloth for uniforms: and $37.4 million for various 
forms of quartermaster, chemical, engineering, medical, signal, and 
ordnance supplies, not available from Korean sources. 

For China (Formosa), $37 million is recommended. The smaller 
part of this amount, about $7 million, will be used to procure imported 
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materials needed for the construction or improvement of military 
facilities, such as airfields, Army and naval bases, communications, 
and plants for the local manufacture of ammunition and weapons. 
The larger part, about $80 million, will be used to procure supplies 
directly utilized by the Armed Forces. Nearly $10 million of this 
amount will be used for cotton, wheat, and soybeans. Other major 
items include about $8 million for aviation gas and lubricants, $2 mil- 
lion for medical supplies, and $1.6 million for motor vehicles, engines, 
and parts. 

In Vietnam, Cambodia, and Laos, the $38.2 million recommended in 
direct forces support will be used for similar purposes, though with 
only a minor amount for foodstuffs since there is an adequate supply 
locally of the items to which troops are accustomed. The $2.3 million 
recommended for the Philippines is to finance the dollar costs of a 
camp and training area being constructed as part of a plan of the 
Philippine Government to strengthen its national army, initiated dur- 
ing the current year. In Thailand, $8.2 million of direct forces sup- 
port is recommended in fiscal year 1956 to help strengthen existing 
defense forces countering increased dangers present after the Geneva 
settlement, in a program also initiated during the current year. The 
funds will be used for equipment to improve military bases and train- 
ing centers, for raw materials and equipment needed in the local manu- 
facture of ammunition and repair of military equipment, and for sup- 
plies, including petroleum products for which $3 million of the total 
will be used. 

Going to the second broad category, defense support, $764.8 million 
for seven countries represents nearly three-fourths of all the funds 
proposed for non-MDAP programs in the Far East. These are the 
funds through which we help the countries receiving this assistance 
meet the economic problems that arise as a result of their military 
buildup and the threat of internal subversion. As might be expected, 
therefore, some 93 percent of the total amount is for the countries in 
which we are helping to maintain large defense forces: Korea, China 
(Formosa), Cambodia, Laos, and Vietnam. 

These funds provide the following forms of assistance: 

(a) Dollars to import salable commodities in which the economy is 
in short supply, and for which the country lacks foreign exchange. 

(6) Local currency to help meet the internal costs of their armed 
forces, supplementing what the countries themselves are able to pro- 
vide from their own financial resources. 

(c) Dollars to import capital equipment going into facilities which 
serve both a military and an economic purpose, such as transportation, 
‘elecommunications, and power. 

_(d) Dollars to import equipment and supplies to expand and diver- 
sify agricultural and industrial production, building up the economic 
base from which the country will be able to meet out of its own effort 
a larger portion of its defense costs, and thus to reduce the amount 
of outside assistance required. 

(e) Local currency to help meet the internal cost of these projects 
for which capital equipment is provided and for other similar projects. 

A precise dollar tag cannot be attached to each of these general forms 
of assistance because one ties into the other, and each dollar usually 
serves more than one purpose, sometimes several. Thus, dollars spent 
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to import the salable commodities required by the economy are sold for 
the local currency which is used to meet internal costs of the military 
effort. Constructive projects, building up a greater capacity for 
self-support, also create economic activity which improves economic 
conditions and helps give the sense of hope needed to resist Communist 
efforts at internal subversion. All the forms of assistance provided 
under the defense support category—the import of salable commodi- 
ties, the local currency which keeps down budget deficits, and the capi- 
tal equipment to build up the basic productive capacity of the coun. 
try—these together, in their total effect, are the means relied on to 
control inflation, and to create the internal content and stability needed 
for sustained support to the military effort. 

Breaking down the $765 million recommended for defense support 
into the purposes for which it will be used initially: $168 million is 
proposed to finance the dollar cost of equipment for constructive proj- 
ects; and the balance, $597 million, is to finance the import of salable 
commodities, mainly equipment parts, industrial raw materials, and 
manufactured goods. The amount of local currency allotted to any 
particular purpose in a given year is based on the amount actually 
available that year out of commodity arrivals financed largely out of 
prior years’ funds. It is estimated, however, that of the local currency 
derived from the $597 million proposed for salable commodities in 
fiscal year 1956, about $359 million will be used for the support of 
military forces. The balance, or $238 million, will be devoted to local 
costs of economic projects and related programs. 

There follows in this statement some details for the countries. If 
it pleases the committee I will not read them but leave that to ques- 
tioning with respect to individual countries. 

I will go to page 6 and pick up with the technical cooperation part 
of these proposals, inserting into the record the parts not covered. 

By country, of the $272 million requested for defense support in 
Korea, it is estimated that $177 million will be required to finance im- 
ports of salable commodities to meet consumer demands and keep down 
inflation. The balance, $95 million, is to finance the dollar cost of the 
capital investment component of the program, upon which depend 
the reconstruction and development of Korea. The won derived from 
the $177 million to be spent on imported salable commodities will be 
divided about equally between support to the military forces and to 
projects in the development component of this program. The major 
items in the development component include $20 million to finance a 
second fertilizer factory ; approximately $22 million for the improve- 
ment of railway facilities; and $8.4 million to rehabilitate a thermal 
powerplant and improve power transmission systems. An item of $6 
million will be made available to private enterprise for the procure- 
ment of industrial equipment, mainly for small manufacturing 1n- 
dustries. 

A total of $879.3 million, or approximately one-half of the whole 
amount for defense support, is for the 3 states of Cambodia, Laos, and 
Vietnam. With economies dislocated and undermined by 8 years of 
war, the 3 states are far from having the financial resources now re- 
quired to support their large armed forces and cope with their other 
urgent problems. Normal revenues available to Vietnam are expected 
to provide during this calendar year only about 30 percent of the 
expenditures required for civilian and military purposes. In Cam- 
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bodia, during the current calendar year, expected budget receipts also 
fall considerably short of what is needed to cover internal expendi- 
tures, and exports during 1955 are expected to pay for only about 
60 percent of normal imports. Laos, with its po aiution of only 1.5 
million, is unable out of its own resources to make any contribution 
to its military or economic development programs. 

Of this $379.3 total, $241.8 million will be used to meet the local 
cost of armed forces in the 3 states. The resettlement of refugees 
from North Vietnam and of displaced persons in South Vietnam is 
estimated to require $47 million. Approximately $31 million will be 
used to finance the dollar costs of equipment for joint-use projects, 
and for other projects meeting needs of the people and creating a more 
stable internal situation. The balance will finance the import of sala- 
ble commodities to provide local currency support to such projects. 

In Formosa, $37.3 million of the $62 million in the defense support 
category will be required to finance imports of salable commodities, 
largely raw cotton, wheat, soybeans, said mankadees parts. Approxi- 
mately 45 percent of the local currency derived from their sale will 
be used for support of the military forces, the balance going to eco- 
nomic projects, including those under the JCRR. The remaining 
dollar funds in this category, $24.7 million, are provided to finance 
equipment for the expansion of power, industry, and agriculture, 
aimed at building up a greater capacity for self-support. 

The item of $19.7 million for defense support provided in the Philip- 
pine program is a vital part of our assistance helping that country 
meet all three of the broad problems outlined at the beginning of this 
presentation. Of this amount, $4.7 million is required to provide local 
currency support for military projects, receiving dollar assistance un- 
der the direct forces support category. That leaves $15 million which 
will be used to help the Philippines (a) increase and diversify agri- 
cultural and industrial production; (6) promote private investment 
in industrial enterprise; and (c) provide equipment helping expand 
health and educational programs. Some $7 million of this amount 
will be devoted to a particularly significant project encouraging pri- 
vate enterprise in the small industry field, by making dollar funds 
available to import machinery and equipment. 

In Thailand, the $31.8 million recommended for defense support will 
provide continuing assistance to efforts of that country strengthening 
its Armed Forces and guarding against internal subversion. Approxi- 
mately $9 million of this amount is earmarked to meet the dollar cost 
of equipment and services for joint-use projects, largely telecom- 
munications, highway construction, harbors, and air transport. The 
balance, $22.7 million, will finance the import of salable commodities 
to provide local currency assistance, helping to meet the internal 
costs of projects receiving dollar assistance in this program, including 
direct forces support projects which will require $6.8 million of this 
amount. 

Finally, there is the less costly but highly important technical co- 
operation category, for which a total of $39.5 million is recommended. 

Funds under this category provide for a program in each of the 
hine countries receiving assistance in the Far East. This year, for 
the first time, separate identifiable programs of technical cooperation 
are included in Korea, Cambodia, Laos, and Vietnam. 
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A good illustration of what is being done constructively throug), 
these programs is the assistance being given in the Philippines to the 
program of President Magsaysay, bringing benefits to the people which 
they can see, feel, and taste, and giving them a tangible basis for hope. 
This is an essential part of his successful program dealing with the 
threat of internal subversion. His formula, as I have heard him give 
it, is summed up in these simple words: “all-out force; all-out friend. 
ship.” Applying the first part of that fomula, he used stern measures 
to break up the Communist apparatus and defeat the Huk forces jy 
battle. In the second part, in which technical cooperation has played 
a significant part, he has encouraged a nationwide program, improving 
roads, drilling wells to provide safe drinking water, organizing co- 
operatives, and eliminating malaria. A particularly important proj- 
ect in this effort is his self-help community development program in 
which people in the barrios are being aided by technical advice and 
material assistance to organize and work out projects to help them- 
selves. About 1,800 barrios have already organized barrio councils fo: 
this purpose. The fiscal year 1956 program provides for continuing 
assistance to these kinds of activities. 

On Formosa, continuing support is provided to the rural program 
under the JCRR, which I believe has been a significant factor behind 
the internal stability now prevailing on the island. Under the techni- 
‘al cooperation program, also, funds are provided for financing a 
engineering advisory contract, for sending about 150 participants t 
the United States for training, and for the improvement of education. 
including education on Formosa for overseas Chinese. 

In Indonesia, the program is limited entirely to technical coopera- 
tion. It has been increasingly recognized, both by us and the Indo- 
nesians, that this program should be reviewed in an attempt to concen- 
trate assistance around a smaller number of projects, in which mor 
significant results might be obtained. The program to receive as- 
sistance in fiscal year 1956 will endeavor to do this, emphasizing tech- 
nical education, the increase of agricultural and industrial production. 
the improvement of health, and public administration. 

In Japan, a small program of technical assistance, in support of « 
productivity program, was initiated during the current year with the 
aid of a grant of $500,000. An additional $1 million is proposed for 
fiscal year 1956 to help Japan in a small but fundamental way solve 
the problems left by the changed situation since the war, through in- 
creasing the efficiency of Japanese production. 

I share the enthusiasm often expressed for technical cooperation. 
To present the whole picture, however, I should point out the close 
interrelationship of this program with other elements in the country 
programs, particularly the programs under defense support. Tech- 
nical cooperation programs can help a country work out and demon- 
strate the kind of action it should take in meeting its urgent problems. 
The actual taking of that action on a significant scale, however, often 
is dependent upon financial assistance to help break bottlenecks. In 
countries of the Far East where we have a fuller program, therefore. 
the progress achieved in the majority of projects is not the result 
of 1 component of the program, but of 2 elements working together 
in attacking a single problem, it often being difficult to separate out 
the contribution made by each to the total final result. 
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While the emphasis in this presentation is naturally on the results 
ve are seeking to bring about in the countries with which we are 
yoperating, we should not lose sight of contributions that this pro- 
gram also makes to economic interests of the United States. It is 
estimated, for example, that $100 million of the aid proposed for 
‘fiscal year 1956 will be supplied in the form of surplus agricultural 
ommodities, largely wheat, cotton, soybeans and their products. It 
is expected that in addition there will be about $35 million worth 
of coal. Moreover, experience in previous years indicates that some- 
where around 70 percent of all the commodities procured will be 
purchased in the United States, adding by that much to our employ- 
ment and a high level of economic activity. To the extent that the 
remaining 30 percent goes to countries which we are helping, we 
give them valuable economic support. Moreover, practically all of 
these dollars in due course eventually make their way back to the 
United States for purchases here. In the longer run, stability in 
‘hese countries and peaceful relations between them and the United 
States provide the best assurance that, as our need for the products 
which they supply increases with our own rapidly increasing popu- 
lation, we will be able to secure those products. In turn, we will be 
ible to sell to those countries a correspondingly greater amount of 
vhat we produce. 

Mr. Chairman, that concludes my statement. I should be very glad 
to try to answer any questions. 

I would like to mention we have some graphic material showing 
how the program in one of these countries develops and relates to 
ur policy and interests. If it is the wish of the committee, now 
wr later, 1 will be very happy to show it. 

Chairman Ricuarps. How long would it take to go over that? 

Mr. Moyer. Between 8 and 10 minutes. 

Chairman Ricnarps. I will wait until after we get the three state- 
nents, and then we can go back to that. 

General Wilson, you have no prepared statement ? 


STATEMENT OF BRIG. GEN. JAMES K. WILSON, DIRECTOR, OFFICE 
OF MILITARY ASSISTANCE, DEPARTMENT OF DEFENSE 


General Wintson. 1 have prepared no statement, Mr. Chairman. 

Chairman RicHarps. Gentlemen, we will go under the 5-minute 
rule. If you want to direct any question on policy matters, you can 
address Mr. Sebald; on economic matters, Mr. Moyer; and on mili- 
tary matters, General Wilson. 

Let me say before we go into that that Mr. Van Renssalaer, of the 
Hoover Task Force on Overseas Economic Operations, has provided 
the committee with 5 copies of the Hoover Commission report, and 
we will have 30 here in the morning. 

_ Chairman Ricuarps. This matter came up yesterday afternoon. 
(he Government Printing Office said that we couldn’t get them for 2 
weeks. Part of them are here for members of the committee. 

One is especially for Mrs. Kelly, because I want her to sleep a little 
tonight. There is one for you, Mrs. Kelly, and there are four for the 
ther members of the committee. 


Mrs. Keiiy. I had a good sleep last night, knowing that you would 
vet them. . 
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Chairman Ricuarps. I think your “raising a little cain” yesterday 
did some good. Dr. Morgan. 

Mr. Morean. Dr. Moyer, most of these countries mentioned in your 
statement, with the exception of Japan, have very little industria] 
capacity, haven’t they ? 

Mr. Moyer. Yes, sir. 

Mr. Morean. Just how are we going into these countries with a 
reduced industrial capacity How are we going to spend this money! 
Can you give us some breakdown ? 

Chairman Ricuarps. I believe that charts you mentioned included 
such information. 

Mr. Moyer. That was one country, the Philippines. 

There are two types of approach that we use in doing that. I might 
mention the first one. The Philippines is the best example. We are 
not helping the Philippines at all with any large industry. There is 
a lot of unemployment and underemployment in the Philippines. 
The basic economic structure, and their economic activity, is not sufli- 
cient to support their needs. The problem is to build it up. So, the 
field of industry is one that has to have some attention. 

In the Philippines, we are particularly and exclusively emphasizing 
assistance encouraging private enterprise to get into small industrial 
enterprises, mainly manufacturing industries. 

In the 1955 program we provided $5 million for that purpose. In 
the 1956 proposals there is $7 million provided for that purpose. To 
make that available, and make it do what we want it to do, the Philip- 
pine Government has organized, we have provided technical assistance 
helping them to organize, an industrial productivity center. 

That center has a director, or whatever he is called, and a staff of 
specialists. We will provide something like 6 specialists to that center, 
and there will be a number of Philippine specialists. 

Philippine entrepreneurs who want to start a wallboard factory, 
cement, various industries of that kind, may come here for advice. 
Specialists in the center help them to think through their problem to 
see what they might do successfully. That is one thing it does. We 
have these funds that I have spoken about. They will be made availa- 
ble to help them import equipment. Naturally, $5 million doesn’t 
permit any large industry. It will be broken down to a number of 
small ones, running around $200,000, for the most part, small indus- 
tries, to wo the kind of equipment they need. The purpose is to 
encourage this kind of development throughout the Philippines. They 
are in priyate hands. Some peso loans are being made through a loan 
fund. They are being handled through the banks. The banks make 
the loan and assume 100 percent of the risk. The people applying for 
loans may also come to this center for technical assistance to help work 
out the project. That is one way. 

In other countries, such as Korea, where there is a problem of re- 
habilitation, enormous military forces to support, and where we want 
to help them increase their own capacity for self-support, we are 
helping with some larger industries. Fertilizer, for instance. In this 
year’s program there is an item of $23 million to help them construct 
a urea-fertilizer plant. We are helping in a substantial amount to put 
up power facilities. Through the UNKRA program there will be 
cement and glass factories. 

In that particular field those two illustrate what we are doing. 
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Mr. Morean. Will there be any duplication out of the special Presi- 
dential fund? Can they come back in and get a loan from this $200 
nillion ? : I understand $200 million is a part of the long-range 

rogram 

Mr. Moyer. That is right. It is tied more to the third phase of the 
programs that I spoke about. In Korea, it is tied to their defense 
support effort. The $200 million in the President’s fund is tied to the 
long-range development. 

It is held as a separate fund, partly, because it is hoped, and I 
ielieve it can serve to create greater cohesion among the countries of 
this area, that is the free countries, in giving them a greater sense of 
of working together in a common endeavor. 

The loan fund out of this $200 million, of course, will be applied to 
sme of these types of projects. It is thought of in longer range terms. 
Alot of emphasis is in encouraging the region to develop as a regional 
wit, for greater cooperation and cohesion within the region. 

Mr. Morean. General Wilson, do we have military programs in 
Cambodia, Laos, and Vietnam where we will spend this $379 million in 
defense support ? 

Mr. Witson. Yes, sir. 

Mr. Morgan. That is all, Mr. Chairman. 

Chairman Ricuarps. Mr. Vorys. 

Mr. Vorys. I have no questions at this time, Mr. Chairman. 

Chairman Ricuarps. Mr. Zablocki. 

Mr. Zastocki. Mr. Chairman, I was caught by surprise. Mr. Moyer, 
Inote on page 196, in the regional distribution of the 1956 program, in 
suth Asia, the smaller countries are not included. Do we have a 
program, for example, in Ceylon? 

Mr. Moyer. That doesn’t happen to be in my region, but we do not. 

Mr. Zastock1. We do not? 

Mr. Moyer. No, sir. 
ow ZaBLocki. Perhaps Secretary Sebald would be able to answer 
that. 

Mr. Sepaup. I can only give you my personal view on that. That is 
notin my area. Ceylon is in Mr. Allen’s area. I understand he was 
here yesterday. 

Mrs. Bouron. We discussed that yesterday. 


STATEMENT OF NORMAN S. PAUL, DEPUTY DIRECTOR FOR CON- 


GRESSIONAL RELATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION 


Mr. Paut. It is primarily a Battle Act problem, Mr. Zablocki. 

Mr. ZaBLockt. Because of the Battle Act ¢ 

Mr. Srpatp. Primarily. 

Mr. Jupp. Ceylon is sending rubber to China. 

Mr. Sepatp. I might explain that the Far East goes around to 
Burma, starting at Korea in the north and including Burma. 
_Mr. Zasrocxr. Then my further question would still probably be 
norder, Does regional distribution tend toward giving special con- 


ideration to larger and more populous countries at the expense of 
maller countries ? 


_Mr. Sepaup. I wouldn’t think so. As a matter of fact, the figures 
udicated here, I think, prove exactly the contrary, that the smaller 
‘ountries are getting the larger amounts. 
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Mr. Zaniockt. We don’t have Burma included ¢ 

Mr. Separp. There is no program for Burma. 

Mr. Zastockti. The fact that Burma is not included is not because 
it is omitted because of a larger program in any other neighboring 
countries ? 

Mr. Sevatp. The reason for that is primarily political, namely, 
Burma asked that we discontinue our programs. You recall when 
you were in Rangoon we went into that matter. 

Mr. Zapvocki. It was our understanding that Burma has recon. 
sidered and seeks assistance. They have not? 

Mr. Sesap. Not as yet. 

Mr. Zascocki. It is my understanding that Ceylon is very anxious 
to get assistance. 

Mr. Voryrs. We did that one yesterday. 

Mr. Zastockt. I am sorry I was absent. Secretary Sebald, in your 
statement, on page 2, you say: 






Precise figures on the military program for the Far East are not available 
on an area basis in view of the nature of the presentation which is being made 
this year. 

Do you mean to say we are not going to get a country-by-countr) 
breakdown ? 

General Witson. May I speak tothat? The method of our presen- 
tation has special circumstances surrounding it. We have a large 
amount of the program which has been authorized to us in the past 
which has not yet been delivered. The bulk of our program for 
this year will be represented by continuation of deliveries to those 
countries. 

We are prepared to give you in as great detail as you wish, and it 
is in this presentation book, this classified presentation book of the 
Department of Defense, the complete country breakdown of what 
will be done with the past programs. 

On the other hand, as was outlined by Assistant Secretary Hensel 
the other day, the $1.4 billion being requested of new obligational 
authority for 1956 is not broken down by country, but rather by 
categories. 

(Discussion off the record.) 

Mr. Zastockt. Mr. Moyer, would you say that the Simla Confer- 
ence has eased the internal problem among the Far East and Asian 
area countries ? 

Mr. Moyer. I was not personally greatly disappointed with the 
results of the Simla Conference. They came out pretty much in ac- 
cord with the basic position of the United States, that assistance should 
continue on a bilateral basis. I thought that the confidence this 
showed in the United States, and the satisfaction with United States 
aid programs, also, was encouraging. 

The thing which was somewhat surprising was their apparent 
rather complete turndown of any regional arrangement. That was 
what the papers commented on to a considerable extent. There were 
a number of reasons for that. My own feeling is that the way is still 
open to move gradually. I also agree that the big problem of these 
countries is the problem of the individual country. The Philippines 
have to develop the Philippines. Thailand, and the rest of them 
have to develop themselves. You can’t have too much regional get- 
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together until there is growth within the country. That was one of 
the factors behind their position. 

if I felt it meant there was no hope of working toward greater 
ooperation, and regional emphasis, then I would really be disap- 
pointed. I don’t feel the door is closed to that. 

[ think this first reaction is a fairly natural one, and in many ways 
is in line with exactly what the United States position was. I think 
it will be possible to move gradually, not too rapidly, in the direction 
of greater regional cooperation. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bouron. Mr. Secretary, the reports from Bandung that you 
have had, have they shown any definite points of view? What did it 
jo and what is the attitude toward the United States of those coun- 
ries that were represented at Bandung? 

Mr. Sesaxp. I think, in general, it might be said that one of the 
surprises of the Bandung Conference was the manner in which so 
many friendly countries stood up and either directly or impliedly 
iefended the United States. 

[ say, “defended” advisedly. I mean by that they agreed with 
ud spoke for the principles for which we stand. 

The conference, of course, is a Pandora’s box of discussion. We 
could sit here and talk a long time about it. The results are naturally 
mixed. 

Mrs. Bouron. Did they bring back anything to you, or do you have 
reports to the effect that there is one point of view among all those 
countries, and that is a fear of the use we may make of the bomb? 

Mr. Separp. I don’t believe so. 

Mrs. Boron. That has been reported to me by some of those who 
were present, that they felt we were a little too optimistic in our sense 
of what had really occurred there, and that all the countries seemed to 
be very united in their fear of what we might do. 

Mr. Sepautp. I don’t think we need Bandung to underscore that. 
inmany of the Asian countries there is great fear of what we might 
io with the bomb. 

Mrs. Bouron. I just wanted to say to you that the reports I have 
lad from there have all emphasized that point. All expressed the 
hope that the United States would be extremely careful not to take 
‘ings at their face value and so become too optimistic. 

Mr. Moyer, do we have any exchanges of personnel in that area? 
io we have technicians, technical engineers coming to this country ? 

Mr. Moyer. In Indonesia, we do. 

Mrs. Bovron. Are there any other countries? 

Mr. Moyer. In each of the countries. 

Mrs. Boron. It is proving rather satisfactory, is it not / 

Mr. Moyer. For the most part. Some of them are quite satisfac- 
tory. I might say that some of the most satisfactory have been in 
inlonesia. They are so anxious for training and so needy of more 
trained personnel. Many that have come have had a very happy 
‘Xperience here and have gone back and have been very success*ul. 
here is always the question as to which comes first, the activity or the 
‘mined men. There are some cases where they are out of balance. In 
seheral, L would say they are in balance. 
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Mrs. Bouron. As to Japan, what about the real strength of the 
Communists who are there, and the methods they employ to get at 
the people who are not versed in the Communist methods? Do we 
feel it is of any moment, or does the Government feel it has no particu 
lar danger for us ¢ 

Mr. Sesatp. I think, in general, if I may go off the record in this, 

(Discussion off the record.) 

Mrs. Bouron. Several of us here have had the opportunity to discuss 
some of the problems of the bomb with a Japanese senator. She was 
the mayor of the town next to Nagasaki. She said they had a very 
large group of people who were just imploring the Government not 
to arm in any way, because they were the only people in the world who 
had experienced the bomb, and they should have something to say in 
the matter of having it used. They didn’t want to be part and parcel 
of any further use of the bomb. Do you have any echoes of that still / 

Mr. Sesavp. There is, of course, a dichotomy in the makup of some 
Japanese. On the one hand, they say, “We have had the experience 
with the bomb and, therefore, we do not wish to rearm.” 

But by the very fact that they do not wish to rearm, they are per- 
haps laying themselves open. 

Mrs. Botron. You used the word “perhaps.” They used it, too, but 
they say it doesn’t lay them open to it. Their argument is that it pro- 
tects them from it more than any army would. 

Mr. Sesavp. That isa matter of opinion. I think in the hardboiled 
world today, having Soviet Russia next door, if they would think the 
thing through, they wouldn’t advocate that. 

Mrs. Botron. In the Bandung group there were so many who had 
no knowledge whatever of the strategies and various tactics of the 
Communists. They seemed to have been the ones that were taken over 
by Chou En-lai. Is there any way by which we can unobtrusively get 
more information to those people as to the realities of their methods, 
or are we best out of it and get the other nations to do it ? 

Mr. Sesavp. I would have to get down to specifics in order to answer 
your question. 

Mrs. Botron. I will not take the time today. 

Chairman Ricwarps. Mr. Carnahan. 

Mr. Carnanan. Mr. Chairman, I might say I am sure the relation- 
ship across the table is very friendly, but I don’t want to get such an 
association with this side that I lose my identity over on the other side. 

Mr. Jupp. I am glad he looks so much like a Republican, the chair- 
man doesn’t even recognize him. 

Chairman Ricuarps. The prodigal son is always welcomed home. 

Mr. Carnanan. Mr. Sebald, in looking at the table, the assistance 
going for direct forces support and defense support makes up rouglily 
90 percent of the support that is going to the region. This, of course, 
is explained by the fact that the countries are attempting to maintain 
military forces that are considerably above what their economies will 
support ¢ 

Mr. Sepaup. That is correct. 

Mr. Carnanan. Do you believe that the 10 percent of the assistance 
going to the area to developing the economies of the country is a cor- 
rect balance ¢ 

Mr. Separp. I think that the 10 percent that you speak of is rather 
deceiving, because defense support, as I understand it, is a combined 
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thing. It benefits the economy even though its purpose was to sup- 
port the military effort. mire 

Mr. CARNAHAN. I see we have an item of $200 million for other 
programs. That is even bigger than the combined amount that is 
woing for developmental assistance and technical cooperation. What 
is in the $200 million? It is listed under “Other programs.” 

Mr. Sepaup. It is the President’s Fund for Asian Economic Devel- 
opment. It is the $200 million fund we were speaking of before when 
Mr. Zablocki raised the question. 

Mr. Carnanan. Some of this may go into the other categories, or is 
all of it going for something other than the four designated 
categories 

Mr. Sepaup. It could, of course, be used for that. I think the prin- 
cipal purpose of the President’s fund is developmental. 

Mr. CarNnAHAN. That would be very satisfactory, I think, if a large 
portion of it went into development assistance or technical cooperation. 

Mr. Sepatp. The intention is that 100 percent of it will go into 
developmental effort. I say that it is conceivable that something might 
go into an actavity which would assist the military forces. 

Mr. CarnaAnan. Would you care to comment on the rural develop- 
ment program in the Philippines ? 

Mr. Sepaup. I would like to ask Dr. Moyer to answer that. 

Mr. Moyer. I think they now have evolved a comprehensive and 
increasingly effective rural development program. It started out, 
along several different lines, but at the beginning not constituting a 
comprehensive approach to the problem. Now, I think they have 
reached that point. 

It is something like the same evolution that the JCRR went through 
in Formosa. It came to a point where we were touching the main 
problem and the main segments of the interests of the people. I think 
the program in the Philippines now has nearly or has reached that 
point. The focal point of it now is what I referred to, as they 
call it, “self-help.” Actually, what it is is a community develop- 
ment-type activity. They organize local councils. The villages 
are called called barrios. ‘They organize local barrio councils. These 
councils call the people together, look over their situation, find out 
what they need. They may need a road, schoolhouse, better drinking 
water, this or that. Then, through a central organization under the 
Government they are provided technical assistance, and in some cases 
a certain amount of funds, but only if they take the initiative and 
they themselves put in a great deal to the project. So that now a lot 
is beginning to focus around this center. The agricultural extension 
work is often being done through these barrio councils. The local 
health centers are being worked out through them. 

_It is becoming a very interesting and, I think, an increasingly effec- 
tive program, getting to the people throughout the Philippines. 

Mr. Carnanan. There are funds available with our assistance to 
help in this work ? 

Mr. Moyer. Yes, sir. 

Mr. CarnaHan. How much? Any sizable amounts? 

Mr. Moyer. They come out of two main groups from the technical 
cooperation. In 1955, it is a little over $7 million. Under defense 
support there is another $6 million or $7 million. There is roughly 
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$15 million that is available, not entirely for this. I would say—this 
would be a rough guess—a third to a half of those funds would be 
available either for technical assistance or for equipment and supplies, 
encouraging these developments. 

Mr. Carnauan. The local people themselves are very much in- 
terested in this program and are pushing it at the present time? 

Mr. Moyer. Yes, sir. 

Mr. Carnanan. That is all, Mr. Chairman. 

Chairman Ricnarps. Mr. Moyer, you spent a lot of time in the Far 
East, did you not, during your career ? 

Mr. Moyer. Yes, sir. 

Chairman Ricwarps. How many years? 

Mr. Moyer. Between 12 and 15. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Mr. Chairman, this is the first time anybody from the 
political side has been before us on the Vietnam situation since Gen- 
eral Collins was here, I think. He didn’t hold out too much hope 
of the South Vietnam Government being able to make a go of it. 
An awful lot of water has gone over the dam since then. He re- 
ported the strength of Binh Xuyen, the Hoa Hao, and the Cao Dai. 
Some of those problems seem to have moved a good deal toward resolu- 
tion. Another thing he was worried about was the weakness of the 
Cabinet, that the best man couldn’t or wouldn’t work under Premier 
Diem. 

I think before we vote such an amount as this for that part of the 
world we should have a report on the present prospects, as you see 
them, whether they are improving or not. 

Mr. Sesaxp. I think, Dr. Judd, you will agree that the events of 
the last, what would it be, couple of months, give us increased ground 
for optimism, that the situation will gradually stabilize itself and 
that the Government of Ngo Dinh Diem will pull through. 

If I may say so, [ think a great deal of that has been because our 
Government has consistently and publicly backed Premier Diem. We 
have at no time deviated from a very consistent policy of backing 
him as the best man to handle that situation. 

There was a great deal of criticism of Diem. It came from many 
quarters, which I would rather not go into. You know what the feel- 
ing was at the time, when the crisis was at its height. 

I think publicly, I know, and also officially, there was never at any 
time any deviation from our —~ Strangely enough, a great many 
people said, “He is no good. Get rid of him,” and so forth, but no 
one could come up with any proposal which offered any prospect of 
betterment of the situation. I think that as of now Diem has proven 
himself to be far abler than many people thought he was. He has 
handled himself well in an emergency. He has certainly surmounted 
a great many difficulties. 

I don’t wish to underestimate the problems which still lie ahead and 
with which he is faced even as of now. He has tremendous problems. 
Yet I do feel that he is honest, he is sincere. He doesn’t always think 
the way we do. Essentially and basically, he is a nationalist who, in 
our opinion, is doing the best for his country. 

Mr. Jupp. You are more hopeful now than was the general pre- 
vailing attitude 5 or 6 months ago? Is it the official position of our 
Government now, that by and large, you think the prospects for the 
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survival of this little country are better than they were at the begin- 
ning of the year? 

Mr. Sesatp. I don’t think I can speak for the whole United States 
Government. I can speak only for my particular area. Of course, 
Vietnam lies within our area. 

Mr. Jupp. One of the things, if I may say so, that I think this com- 
mittee can take a certain amount of satisfaction from is that we val- 
iantly resisted the pessimism that prevailed for a certain time, not 
only from some official sources but from the spate of newspaper reports 
and speculations, which were supposed to be confidential, inside, key- 
hole information, leaks, to the effect that we were withdrawing our 
support from Diem, that he had to go, that he was hopeless, and so on. 
That was a case where I thought the newspapers came as close to losing 
a country for us, without justification, as at any time in our history. 

I should not take so much time. Iam glad to hear the report. 

Mr. Sewavp. I would like to say that we who work with these prob- 
lems were very appreciative of the very thing you have mentioned. 

Mr. Jupp. Our subcommittee was out there. We couldn’t under- 
stand why so many experts on the ground couldn’t see even what a 
“dumb-cluck” Congressman could see. Some things were plain even 
toa Wayfaring man going through on a horse. 

I am surprised, Mr. Moyer, at the small amount of aid in here for 
Japan. You ask no real economic aid for Japan. How does that 
happen? Japan’s economy has been repeatedly reported as being so 
shaky. Is it because there is still a large amount of our military 
funds going in? j 

Mr. Moyer. There are two reasons. One is that over the past 6 
months Japan’s internal situation, particularly her balance of pay- 
ments, has quite markedly improved. They undertook a program of 
cutting down unessentials in their imports, and otherwise. So that 
they actually expect to end the current fiscal year, I believe, with a 
slight surplus. However, that doesn’t solve their fundamental prob- 
lem. Some people believe this is done at the expense of inventories, 
for instance, that they have been using up accumulated stocks of very 
essential supplies, and sometime they are going to have to replenish 
them. Even though the year ends favorably, the fundamental situ- 
ation is still not so good. 

The second factor is this, though I might say there may be some 
ways in which out of the President’s fund Japan can benefit—the State 
Department, I suppose, really ought to answer that, but we are in 
complete agreement on the matter—a big factor is that Japan has not 
been utilizing funds from private sources that are available for her 
development, both to get technical assistance for their different indus- 
tries, and capital. 

| was there early in March with Governor Stassen. We met with 
many people. The story was the same. Man after man told us where 
their company was prepared to put good money in, and in investments 
where they could show, at least they thought they could show, that 
it would result in increasing the net balance of foreign exchange for 
the country. There is at this point, I suppose a good deal of fear 
of competition. The companies already there are doing well; but 
Japan does not seem prepared at this time to admit in very much 
more private capital. Our feeling is that until they are prepared to 
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take more private capital, we are not prepared to recommend public 
funds. 

Mr. Jupp. Then it isn’t because they don’t need more, but because 
if we were to furnish it there would be less need or likelihood for 
them to do what they themselves can ¢ 

Mr. Moyer. That is right—less chance that they would take what 
is available from private sources. 

Chairman Ricnarps. Mrs. Kelly. 

Mrs. Keiiy. Mr. Secretary, would you say that the success of our 
program or the program of the free world in Vietnam will determine 
whether we will save South Asia or not ? 

Mr. Sesaxp. I think it would be rather difficult to base the saving 
of South Asia solely on the success of our program. 

Mrs. Ketry. I mean, the free world program in Vietnam. 

Mr. Sepsarp. I don’t think you could state that as a logical conclu- 
sion, because a certain amount of the program may be successful and 
perhaps some of it isn’t. 

I do think that these programs are designed to stabilize the situation 
or to help stabilize it, which would be all to the good. 

Mrs. Ketiy. You have free rein in the economic defense program in 
Vietnam direct with the Diem Government ? 

Mr. Sepatp. Do we have free rein? 

Mrs. Ketiy. Do you deal with your economic problems with the 
Diem Government directly ? 

Mr. Sepap. Yes. 

Mrs. Ketity. Do you in your military ? 

General Wixson. Yes. 

Mrs. Ketiy. How much military aid are we giving to this entire 
section ? 

General Witson. To the entire area [security deletion}. 

Mrs. Ketiy. Have you taken into account what you have saved out 
of North Vietnam ? 

General Witson. Yes. As a matter of fact, Mrs. Kelly, the 
amount that we have saved out of North Vietnam will fulfill all of 
our required programs for Laos and Cambodia. 

It has already provided substantial amounts for other countries 
within this same area. 

Mrs. Ketry. I understand the entire military program is global; 
is that correct ? 

General Witson. The request for new obligational authority in 
1956? 

Mrs. Ketty. The new request, you have said, is to give arms or 
assistance to certain countries not previously given aid; is that 
correct ? 

General Witson. On the new countries that are being added spe- 
cifically in the 1956 program, are those countries to which we have 
made new commitments 

Mrs. Ketty. Who are they? 

General Wison. Under the 1956 program, which is shown in the 
Defense book on page 252—— . 

Mrs. Kexiy. With respect to the past programs of MDAP, did I 
understand you to say they are sufficient to supply the countries cov- 
ered by those programs for the immediate future? In other words, 
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the deliveries are so far back that you are going to catch up with 
deliveries. Is that the reason why you have this elobal approach ¢ 

General Witson. That is a principal reason why we have not put 
in specific requests for most of the countries. 

If you will notice on page 252, we are asking in five categories, 
the administration, the maintenance, spare parts, training, the com- 
mitments that are ‘firm have been made since the last presentation, 
and the delivery. 

Mrs. KEtty. How much do you plan to deliver this year? It is 
all in here? 

General Witson. Yes. 

Mrs. Keity. How far back are you on your deliveries? 

General Witson. When we started this year, we had about $7 
billion undelivered 

Mrs. Ketiy. By the end of this year how far would you expect 
tobe? Iam trying to find out if this $1.4 billion is necessary, if you 
want to know the truth. 

General Witson. We believe it is, because in order to protect the 
investment that we already have, there is a certain amount of mainte- 
nance, a certain amount of fixed charges, certain charges for infra- 
structure and for handling those things. 

Mrs. Ketuy. In the future? 

General Winson. Yes. 

Mrs. Ketiy. Future completion of the program; is that correct? 
I want a breakdown of that. Every country 

Chairman RicHarps. Did you want Colonel Critz to say anything 
in addition on that ? 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF MILITARY 
ASSISTANCE, DEPARTMENT OF DEFENSE 


Colonel Crrrz. I can’t give you a country breakdown, but I have 
the exact amount undelivered at the start of the period, which is about 

$7.7 billion. 

Mrs. Ketiy. I didn’t think we would get it today. I would like that 
on a separate sheet. How far we have delivered, how far the $1.4 
billions 1s going. 

Chairman RicHarps. We will bring that to a head in the morning 
when we have Mr. Hensel here. 

Mrs. Kentiy. I would like to know if you are having any trouble 
in the Vietnam situation with the French Government. 

General Wiison. Inthe military program? No, not in the execution 
of our program. 

(Discussion off the record.) 

Mr. Vorys. It is not contemplated that the forces now being 
equipped in Vietnam could defend against an attack; isn’t that cor- 
rect? ‘That is not the plan? 

(reneral Wirson. No; it isn’t. 

a. Vorys. It is to preserve their own internal security, isn’t that 

ght? 

(Discussion off the record.) 

Mr. Keity. How many people have we in there now in our military 
missions ? 


Colonel Crrrz. 335. 
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Mrs. Ketty. You are training the Vietnamese troops? 

General Wison. Yes. 

Mrs. Ketry. Are French generals still in charge of Vietnamese 
troops ? 

General Witson. There are still French generals there. 

Mrs. Keiiy. Are they giving any more of our ammunition to the— 
what do you call them—Binh Xuyen, and the like? 

(Discussion off the record.) 

Mrs. Kexiy. It had better stop. 

Chairman Ricwarps. You have had about 7 minutes, Mrs. Kelly. 
Now, I am going to have to give Mr. Fulton 7 minutes to make up for 
that. 

Mr. Futon. The whole foreign-aid program in this Asiatic area 
is based on threat, the threat of aggression or subversion, chiefly, by 
Communist China, and secondly, by the Vietminh. Maintenance of in- 
ternal order is a smaller factor in this program. 

Would you size up for us what kind of a threat there is now of 
aggression or subversion? We have had quite a few newspaper stories 
that some of our high officials disagree as to the type and kind and 
date of threat. 

Could someone give the official position for the administration on 
what is the threat in this area? 

General Witson. I would like to say, Mr. Chairman, that what 
Mr. Fulton requests is a little beyond my terms of reference. I under- 
stand the committee will hear Admiral Radford on Monday. 

My province is the supervision of the execution of the program in 
the area. 

Mr. Fuiron. What do you think your planning goals are as to 
time and size of threat? You must have some target. What has 
been given you to plan against? 

General Witson. We are trying to develop a military force which 
will assist the selected nations in this area to resist external aggres- 
sion, to maintain their own internal security, and prevent them from 
going over to the Communist side. 

That is our general military objective in the area. 

Mr. Donovan. I was wondering if the same question might be ap- 
propriately directed to the Assistant Secretary of State. 

Mr. Sevatp. Yes. Unfortunately, I don’t have the figures of Com- 
munist troop strength. 

Mr. Furron. For later, would you put in the record the official 
statement of what the threat is at this current time in this area! 

Mr. Sesavp. I would like to speak to it, in general, what the threat 
is. We might begin with Korea, which is probably the classic ex- 
ample of what the threat is, where you have north of the armistice 
line some 700,000 or 800,000 highly trained, superbly equipped Com- 
munist troops, looking down across the line against free Korea and 
our own troops. ; 

It seems to me that is the first threat which we must bear in mind, 
and which we must in the interest of the United States do something 
about. 

In the case of Japan, we have the possibility—I say “possibility,” 
and I use even that word advisedly—that Japan may at some stage 
be subverted and become either neutral or in fact join the Commu- 
nist camp. 
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lf that were to happen, it seems to me the entire world balance 
between ourselves and the Communist world would be completely 
upset. 

When you think what difficulty we had to defeat Japan when it 
was alone in the Pacific, you can well imagine what the problem 
would be to defeat Japan and Communist C hina and Soviet Russia 
as a combination. 

If we then go on to Formosa—i + xplanation from me— 
as to What stands across from Formosa on the mainland of China. 

Mr. Futron. Do you have any evidence of any imminent threat 
to Formosa or the Pescadores ¢ 

Mr. Sesaup. I have no information. But I know there is the capa- 
bility at all times to undertake hostilities on the part of Communist 
China. 

Mr. Furron. I think now that my time is up. 

Chairman Ricwarps. Mr. Donovan. 

Mr. Donovan. I am thinking of the unimportant part of this 
whole picture, technical assistance to Indonesia. 

What is the political complexion of the Foreign Minister of Indo- 
nesia at the present time? Specifically, is he a Communist ? 

Mr. Senaup. I don’t think that is the case. 

Mr. Donovan. Is Indonesia conducting any wars of aggression in 
the Molucea Islands or fomenting any revolution or wars of aggres- 
sion on New Guinea 4 

Mr. Sepatp. Not to our knowledge. 

Chairman Ricuarps. Mrs. Church. 

Mrs. Cuurcen. A question to you, if I may, for clarification. 

Am I right in assuming that today and up to this time we have 
been asked to appropriate $1.4 billion in a general fund for MDAP 
without any explanation of where it is going / 

Is that the assumption / 

Chairman Ricmarps. Are you asking me / 

Mrs. Cuurcn. That was my assumption from what I had heard. 

| wanted to be sure that I was not asking an unfair question of the 
(reneral. 

Chairman Ricwarps. Will you answer that? 

(eneral Witson. I don’t believe that is the case. I believe that in 
showing you this approach to the program, in a category basis, we 
are showing you first that it is a reasonable approach to the thing. 

Mrs. Cuurcn. Why do you think it is reasonable, General 

General Witson. Because we are not asking for specific country 
programs on the basis that we already have enough in the regular 
programs to meet most of the country requirements. 

Mrs. Cuurcn. All you are asking for is $1.4 billion 4 

General Witson. That is correct. 

Mrs. Cuurcn. Are you planning to go before the Appropriations 
Committee for a general appropriation ‘of $1.4 billion, too, or are we 
to give the authorization and assume that then there will be a break- 
down for the Appropriations Committee ? 

General Wirson. The plan is that we will go before the Appropria- 
tions Committee with this same approach. 

Mrs. Crrurcn. It will be very interesting. I would like to ask one 
question of Mr. Sebald, if I might. I wonder if you could give an 
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illustrative project which might be conceivably paid for out of the 
$200 million in the President’s ; fund in the area / 

Mr. Senatp. I would think some of the illustrative project in one 
of these books, the green book, would apply. It gives a number of 
them. 

Mrs. Cuurcnu. That might come out of the President’s fund / 

Mr. Separp. Yes. 

Mrs. Cuurcu. I can’t quite get the concept, Mr. Secretary, of . 
regional development program. 

Mr. Srepsavp. I am thinking of the Mekong river watershed where 
you have three countries bordering on the river. 

The Mekong is the sixth largest river in the world. There are 
infinite possibilities there, for example, its use as an artery for com- 
munications. There could be irrigation projects out of the river, 
There could be such things as ferries across the river. As it is now. 
as you know, the countries are practically isolated from each other. 

Mrs. Cuurcu. It would then not be a fund on which one might dray 
for development assistance within any single country? It would 
have to be an overall project ? 

Mr. Separp. I think you could, possibly. As I said before, con 
ceivably there may be projects in a country which would have a re 
gional effect. It is a little difficult for me to think of one at the 
moment. The Mekong river project is probably the best example that 
I can give. 

Mrs. Cuurcn. Is this present sum in addition to the usual $10) 
million transferability? That is, is it in addition to the $100 million 
which has usually been voted to the President in previous bills? 

Mr. Sepavp. It is a different concept. 

Mrs. Cuurcn. It would still be $300 million unallocated when the 
authorization is voted ? 

Mr. Moyer. Yes. 

Chairman Ricwarps. You are talking about the regional fund. |! 
had an idea that that regional fund might be used in the promotion of 
advantageous trade arrangements there, as a quid pro quo where you 
get one country to trade with another to promote the whole economic 
recovery of the program. 

Might some of it be used for that ? 

Mr. Moyer. That is one of the ways in which this regional concep! 
is thought of. 

Chairman Ricuarps. In addition to projects that in themselves 
affect an area, like river development. 

Mr. Moyer. Not for the financing of the particular commoditi 
entering into trade, nor for financing of transaction arrangements, but 
for development of certain resources that could be used in 1 other coun 
tries; also, for training possibilities. 

We have a request, ‘for instance, from the Philippines. They al- 
ready are doing a good deal of training for southeast Asia in their 
agricultural college, and in other parts of their educational structure. 
They would like to build that up and be more of a regional training 
center. That would be a logical type of project. T he Mekong river, 
and projects promoting trade; these are examples. 

Mr. Sesarp. The development of fisheries is another. 

Chairman Ricuarps. Mr. Jarman. 
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Mr. Jarman. Mr. Chairman, I think my question will be to Mr. 
Moyer. I would be interested in knowing, generally, I am not asking 
for details, other than the United States are there any other individ- 
yal nations that are furnishing economic aid to these nations ? 

Mr. Moyer. Yes, sir. First of all, through the Colombo plan, Aus- 
tralia, New Zealand, and Canada particularly in this area, and Great 
Britain to some extent, are providing—well, in Cambodia, for instance, 
Australia is helping them get railway equipment to finish out their 
railway link with Bangkok in Thailand. 

They are furnishing locomotives and cars. They also have a tech- 
nical exchange program. That is one of the largest parts of their 
assistance. Of course, through some of the United Nations technical 
agencies other countries are contributing as well. 

Mr. Jarman. Is any other country besides the United States aiding 
in the Philippines ? 

Mr. Moyer. I think the Colombo plan does not have any projects 
there. There are some United Nations technical-assistance projects in 
the Philippines. 

Mr. JARMAN. In the final decision as to amounts in this area, were 
the amounts reduced any as a result of your presentation to the Bu- 
reau of the Budget ? 

Mr. Moyer. The Bureau of the Budget did suggest some reductions. 
These were not applied to any particular country; the adjustment by 
country was made then within the State Department, FOA, and other 
concerned agencies. 

Mr. Jarman. It was made on an area basis 4 

Mr. Moyer. Yes. 

Mr. JARMAN. Was it substantial ? 

Mr. Moyer. I am informed over $200 million. Iam not fully famil- 
iar with the figure. 

Chairman Ricuarps. Mr. Prouty. 

Mr. Proury. Is any effort in the direction of political education 
being made in Vietnam ? 

Mr. Sesatp. I wouldn’t say in a formal sense. You are speaking of 
the masses ? 

Mr. Proury. Yes; primarily. They are the ones who will do the 
voting. 

Mr. Sepatp. The Government itself is presently engaged in taking 
a census which it hopes to use as a basis for its elections. 

As to what it is doing to educate the people politically, I frankly 
don’t know. I will be glad to supply it. , 

Mr. Proury. Thinking in terms of the election to be held under the 

provisions of the Geneva Conference, it seems to me that is an im- 
portant consideration from our standpoint as well as from the stand- 
point of the Government of Vietnam. 
_ Dr. Moyer, I am not just certain that I understand completely the 
industrial development program that you discussed. Do I under- 
stand that is simply limited to technical assistance? Are we financing 
these industries ? 

Mr. Moyer. We are financing the importation of certain equipment 
required for those industries, either for an expansion or establishment 
of anew industry. The private concern building up the industry, in 
turn, deposits counterpart. 
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It is not given as a free gift to the private concern. It makes foreigy 
exchange available. 

Mr. Proutry. Thank you. 

Chairman Ricuarps. Mr. Byrd. 

Mr. Byrp. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Pilcher. 

Mr. Pitcuer. No questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Williams. 

Mr. Wituiams. Mr. Sebald, I am a little confused about the state- 
ment with respect to Japan on page 4 of your statement. 

It said that most of the assistance is to train and equip Japanese 
forces. ‘The table doesn’t show anything for direct forces support, for 
defense support. What does this mean ¢ 

Mr. Sepap. That is military hardware, which is being turned over 
to the Japanese defense forces. I think General Wilson had better 
answer that. 

General Witson. We have no specific request for Japan in 1956. 

Mr. Moyer. May I interrupt to say that page 196 does not include 
the MDAP program. ‘These are non-MDAP programs. 

Mr. Sesatp. Perhaps this will answer your question more specifi- 
cally. In the present law, section 108 authorizes the transfer of mili- 
tary equipment to Japan. That is what I referred to in my statement. 

Mr. WiuuraMs. There is no time limit on the obligation of the $200 
million regional fund, is there? ‘There is no specific time / 

Mr. Pav. The Senate bill, Mr. Williams, which was passed by the 
Senate puts a 3-year obligation limit on it. 

Mr. WituiaMs. In the bill we are considering, there is no time. 

Mr. Paut. I believe this committee is considering the Senate bill. 

Chairman Ricnarps. No. We are considering a committee print. 
When we go to write up the bill, as a matter of form, we will take up 
the Senate bill as it is. 

Mr. Wituiams. What is your opinion on a time limit, as to no speeitic 
time ? 

Mr. Pavt. Our position is that we would still prefer, as the Presi- 
dent had originally requested, that the funds be made available on 
a no-year basis. We feel that a limitation of 3 years on obligating 
these funds may well be adequate, but we simply don’t know enough 
about the specific projects to know whether it will be at this time. 

We would much prefer to have the no-year basis in order to com- 
plete the plan on a long-range basis. 

Chairman Ricuarps. Mr. Paul, don’t you have to admit, and we 
also have to admit, to the Congress, that on account of the carry- 
over and the necessity of feeding new procurement into the pipeline 
that you just can’t pin down the figures by years; is that right? 

(Discussion off the record.) 

Chairman Ricwarps. Do you figure to spend the money you have 
left in 1956 and fiscal 1957? 

General Wiison. Yes, sir. 

Chairman Ricnarps. The thing you are asking for now is really 
1958 ? 

General Wirison. No, sir. What we are asking for now is certain 
fixed charges that we must spend 
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Chairman Ricwarps. I wasn’t talking about Japan. I am talking 
about all over. As a matter of fact, the amount for Japan is very 
small. I wasn’t confining my remarks to Japan. I didn’t make that 
plain. ti, d 

As an overall proposition, you have enough money for the 1956 
and 1957 years. You won’t be able to spend any more than the carry- 
over. YOu come as near as you can in anticipating 1958. That is 
about what it is? 

General Witson. Not exactly. There are certain things that we 
niust spend in each year. 

Chairman Ricuarbs. Operating and administrative expenses. 

General Wiison. In addition to that, there are certain commit- 
ments we have made to these countries. If we, in order to fulfill 
those commitments, are to do what we have agreed, we should have 
these programs. 

Chairman Ricwarps. What percentage of the total amount that you 
ask are in those categories, would you say ? 

(Discussion off the record.) 

Chairman Ricuarps. For delivery when? When will you deliver 
that do you think? 

General Witson. Sir, we would start delivering it just as soon 
as—for Korea, we will start delivering right away. Spain we will 
deliver—this is the annual increment of a 3-year program that we 
have in Spain. The program for the UK, that is for the moderniza- 
tion, expansion of the RAF, is a continuation of a program that is 
now going on. 

Chairman Ricuarps. How about the hardware itself? What pro- 
portion is that? 

General Witson. How much of this actually will be delivered in 
1956 @ 

Chairman RicHarps. Yes. 

General Witson. I am not prepared to say right now. I could find 
out for you. 

Mr. Vorys. Why don’t you tell them you are looking at pages 252, 
253, and 254% It gives a lot of description. It is a rather intelligible 
description of a thing that we have all been mystified about. 

General Wison. It is in the Defense book, page 252, entitled, 
“The Fiscal 1956 Program.” 

Mr. Vorys. I would like to ask the officials presenting the mutual- 
security program today, Mr. Paul, General Wilson, Mr. Moyer, and 
Mr. Sebald if you were recommended to your present positions by 
the Republican National Committee. There has been comment during 
the hearings that there is something wrong with such a 
recommendation. 

Mr. Donovan. There was something said here—— 

Chairman Ricuarps. I want to finish this question of Mr. Vorys. 
Will you answer his question he asked ? 

Mr. Pau. No, sir. 

General Wiison. I was appointed to the Military Academy from 
the State of Georgia. 

Mr. Moyer. No, sir. 

Mr. Sepaup. No, sir. 

Mr. Vorys. They are all pure. 

Mr. WituiaMs. I think we can tolerate them. 
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Chairman Ricuarps. I wouldn’t think they would pick three fel- 
lows out that were not recommended. Mr. Donovan. 

Mr. Donovan. Now that this persiflage has come to a benign end- 
ing there was something said yesterday, General, about the Armed 
Forces taking over administration of the direct military assistance 
formerly administered and handled by FOA. 

Do you recall that? 

General Wuiutson. Yes, sir. 

Mr. Donovan. What is the date when the Armed Forces will take 
that over ¢ 

General Witson. The Executive order which directs that transfer 
is as of the 30th of June of this year, sir. The MAAG missions will 
be prepared to do that with a certain amount of overlap that is 
necessary for the transfer of records. 

Mr. Donovan. In other words, by and large, starting on the 30th 
of June of this year, the Armed Forces will take over control and 
administration of all the direct assistance appropriations requested 
in this bill, direct military assistance ? 

General Witson. Direct forces support, sir, and what is now the 
mutual defense assistance program. Those two total about $1.7 billion. 

Mr. Donovan. How many millions or billions of dollars does that 
amount to? 

General Witrson. 1.7 billion, sir. There are $317 million of direct 
forces support in this request, and 1.4 of MDAP. 

Mr. Donovan. The Armed Forces will have that henceforth and 
not FOA? 

General Witson. That is right. 

Mrs. Ketty. What about the carryover ? 

General Witson. I believe, Mrs. Kelly, the plan is that the programs 
that are now in process of the direct forces support will in general be 
cleaned up by the agencies 

Mrs. Ketty. You believe they will be. You are not sure? 

General Wirson. The details of that Mr. Moyer can give you. 

(Discussion off the record.) 

Mrs. Keity. Let me get this straight. In other words, the unex- 
pended balance will be operated by the Defense as of July 1 and 
from then on? 

Mr. Moyer. FOA will continue to be responsible for programs 
financed with fiscal year 1955 and prior year funds. 

Mrs. Ketiy. And in the future? 

Mr. Moyer. Defense will be responsible for the direct forces support 
programs to be financed with fiscal year 1956 and subsequent years’ 
funds. 

Mrs. Ketiy. Your unobligated will be directed by the armed 
services? 

Mr. Moyer. No. 

Mrs. Ketiy. How much are those altogether ? 

Mr. Moyer. The unobligated funds are now estimated at about 
$18 million but may amount to a maximum of $25 million. 

Mrs. Ketty. Plus the new money ? 

Mr. Moyer. Yes. 

Mrs. Ketty. How much of the unexpended ? 

Mr. Moyer. I don’t have the breakdown by DFS. For all these 
programs, including DFS in Korea, which has been completely under 











MUTUAL SECURITY ACT OF 1955 201 


the Defense Department, the unexpended balance as of June 30, 
1955, is now estimated at between $940 million and $950 million. 

Mrs. Kenny. How much, I want to know, has been turned over to 
be spent by Defense? 

General Wiison. We start with the 1956 program, and take over 
nothing except the 1956 program and any of the previous that we 
mutually agreed on. 

Mrs. Ketty. Who is going to take over the other one? Is it going 
to be continued under the new director, Mr. Hollister ? 

Mr. Pau. It is a matter, Mrs. Kelly, of the filling in of the pipeline 
on already planned or obligated funds. 

Mrs. Keitty. Who will be responsible for that ? 

Mr. Paun. The Department of Defense will be responsible for the 
administration of all phases, including the delivery and the end-use 
checks but only for the new activities. 

Mrs. Ketiy. Then everything is going over to the Department of 
Defense ? 

Mr. Paun. That is correct as to fiscal year 1956 funds, not unex- 
pended balances as of June 30, 1955. 

Mrs. Ketty. How much is that? That is what I am trying to get 


at 
‘ 


Mr. Pau. The unexpended balances on the strictly military assist- 
ance side—I think you could give an estimate on that, General 
Wilson, 

General Witson. You are not talking about the unexpended bal- 
ance-——- 

Mrs. Keiiy. The whole works. 

Chairman Ricuarps. You know, we will have Mr. Hensel in here in 
the morning on the very question that you are talking about. It ap- 
plies to one region as well as to another. I think we had better wait 
until morning and then go into these different matters. Be here in 
the morning, because he will be here at 10 o’clock. 

Mrs. Ketiy. The new countries in the military aid, what new coun- 
tries were you referring to? You have it broken down here. 

General Witson. It is on page 252. It is the defense book. ‘Those 
are the specifie countries to which this Government has made certain 
commitments since the last program was presented to the Congress. 

Mrs. Keniy. In the new program, you have no other country that 
you are going to give military assistance to ? 

General Witson. Of course, in the maintenance amounts that are 
inder the maintenance category there, and the training, there are cer- 
tain of those that will go to specific countries, yes. 

Mrs. Kenny. Have you any Arab countries that you are giving 
money to? 

Mr. Pau. Yes. 

Mrs. Kelly. Any new ones? 

Colonel Crrrz. No. 

(reneral Winson. Iraq is the only—— 

Mrs. Kenny. Iraq? Whoelse? 

General Wintson. Those are not new, however. Those are the same 
ones we have had in the program. 

Mrs. Keiiy. Are they increased over last year ? 
General Witson. No. The program in Iraq has not increased. 
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Mrs. Ketiy. How about Iran? 

General Witson. There is a certain increase in Iran. 

Mrs. Ketiy. Egypt? 

General Witson. There is none for Egypt. 

Mrs. Ketiy. Lebanon ? 

General Wizson. No. The only Middle East countries in which 
we have programs are Iraq and Iran, Pakistan, and Turkey. 

Chairman Ricuarps. No countries bordering on Israel have military 
assistance 4 

Mr. Jupp. Iraq. 

General Wiison. None bordering on Israel. 

Mr. Donovan. In dollars and in round figures, what part of the 
authorizations contained in this bill will be taken over by the Armed 
Forces and out of the hands of FOA on the 30th of June? 

General Wixson. Direct forces support ? 

Mr. Donovan. For everything. 

General Wiison. $317 million. 

Mr. Jupp. Plus the new appropriation of $1.4 billion. 

General Witson. That will be appropriated. That is MDAP. 

Mr. Donovan. Did you get my question? Out of the total author- 
ization for money in this bill 

Mr. Pau. $317.2 million. The other $1.4 billion has always been 
administered by the Defense Department. 

Mr. Donovan. That leaves how much for administration and con- 
trol by FOA? 

Mr. Pauu. Of that amount, none. 

Mr. Donovan. Of the total appropriation in the bill # 

Mr. Paci. Our administrative requests for FOA or ICA is $35.2 
million. It is $1.8, Mr. Donovan. 

Mr. Donovan. The answer is that FOA is left under the provisions 
of this bill $1.8 billion; is that correct ? 

Mr. Pav. That is approximately correct; yes, sir. 

Mr. Jupp. Defense support is not taken over. 

General Wiison. Defense support is not taken over. It is just 
direct forces support. 

Mr. Donovan. What do you mean by “Defense support”; so that 
everybody else will understand. 

Chairman Ricuarps. That is a $64 question. The committee stands 
adjourned until 10 o’clock in the morning. 

Mr. Jupp. I have a couple of questions. 

Chairman Ricuarps. Do you want them in the record? 

Mr. Jupp. Yes; one especially. 

Chairman Ricrarps. 1 want to adjourn. Will you be here in the 
morning ¢ 

Mr. Jupp. Yes; but I want to ask them of these gentlemen. I have 
several questions but I will hold it to one. 

Chairman Ricnarps. Couldn't you get the same answers you want 
in the morning ? 

Mr. Jupp. No. 

Chairman Ricnuarps. All right, go ahead. 

Mr. Jupp. I want to ask this of Mr. Moyer because he is the man 
who, more than anybody else, built up the rural reconstruction pro- 
gram in China and Formosa. 
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Senator Cabili has been sent over here on this matter by the Presi- 
dent of the Philippines. He frankly said in an off-the-record meeting 

that he felt that there ought to be something like the JCRE in the 
Philippines with joint Filipino-. American control. 

Ile said that if we give the money to strictly a Philippine operation, 
ihe pressures on it are almost unresistible. But if it is a joint Amer- 
jcan-Philippine operation, they can handle it better. 

Do you have any objection, Mr. Moyer, and, if so, what is it, to our 
writing into this bill—as we did in the ECA bill to set up the JCRR— 
a section to earmark a certain amount of these funds for the Philip- 
pines, to be used by a joint commission for rural reconstruction, having 
three Filipinos and two Americans, that general setup. There would 
le separate identity and operation, although, of course, under the 
veneral overall supervision and direction of the ICA, 

Mr. Moyer. Dr. Judd, my frank opinion of that is that 2 years ago 
| would have answered strongly in the affirmative. At that time the 
Vhilippines had not yet gotten under way with a thorough going rural 
program. I feel that they are now doing so, and we are well along 
the way with a certain pattern. It is for this reason that I haven't 
urged more strongly before that there be a JCRKR type of thing in the 
Philippines. They now have established their own pattern, directly 
under the President. They are moving forward on this on what they 
call the local self-help program. 

My feeling is that having established the pattern, and having gone 
so far along the way, that ‘they will make better progress by concen- 
trating their efforts ‘along the channels that have been so far set. up. 

Mr. Jupp. I should like to raise this further point. All over the 
world we have been asking, “Why don’t governments become more 
interested in their own people at the grass roots?” The Philippines 
are doing exactly that. They ask us to give help to village people 
ii this particular way. Why should we deny them the kind of help 
they ask for, when it is along the lines that we have been urging 
people to take all these years / 

Mr. Moyer. I think the question is who and how many are asking 
for help along these lines. 

Mr. Jupp. We have a letter from the Philippine President appoint- 
ing Cabili as his representative to urge this very thing. He has cre- 
dentials in black and white. 

Mr. Moyer. Although I know this has come up, I don’t know a lot 
bout it and I am still trying to find out. I do know that the President 
has set up under his office directly a community development council, 
and a community development authority, which is the executive body 
of the council, to stimulate, train, give assistance to this self-help 
program. When they developed the plan for that, the President 
himself requested that the plan for this rural reconstruction movement 
be developed separately from that overall national plan. 

Mr. Jupp. Senator Cabili has been appointed by the President as 
hairman of the pr ieete ul commission, for rural reconstruction, or 
something like that. 

Mr. Vorys. I thought Cabili was chairman of the commission you 
were talking about. 

Mr. Prrcner. That is what he said when he was speaking. 

Mr. Jupp. He had his credentials to be the president of the special 
commission to work on rural reconstruction. 

63245—55——14 
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Mr. Moyer. I think Senator Cabili is chairman or president of this 
special organization following the mass education movement in China. 

Mr. Jupp. The PRRM. 

Mr. Moyer. I think he is chairman of that organization and not 
the Philippine organization. 

Mr. Jupp. Well, he is chairman of the regular Senate Committee 
on Rural Development. He is also here as the special representative 
of Magsaysay to urge that aid be given to the rural people. He said, 
for example, that so much of American aid goes into roads, but the 
farmers don’t have anything to ship on the roads. It goes into big 
dams, but the farmer can’t get credit to buy a little cement that is nec- 
essary for him to build the ditch down to his own place. He will fur- 
nish the labor and lumber and dirt and all the rest. He can’t afford 
the one item he has to buy, cement. They want us to help provide 
loans for the cement. 

What Cabili said was so in line with what you did in Formosa, and 
the kind of thing that we have been in favor of, that I was impressed. 
[ hope you will study it a little more, because unless there is something 
that I don’t know and contrary to what I do know, I am in the mood 
to offer an amendment to earmark a certain amount of funds for such 
a purpose. 

Mr. Moyer. May I just mention this. As you know, the JCRR 
program was not identical with the mass education movement. | 
think that fact has to be weighed in considering this question. 

Mr. Jupp. I am not in favor of making this a duplicate of the mass 
education movement. I am aware of its shortcomings as well as its 
strong points. It is not in any one man’s hands at the moment. Cabili 
told me, “It is better if this is a joint operation between the United 
States and the Philippines.” I inferred that was so for two reasons: 
One, as I said a while ago, they can resist the pressures better if it is 
a joint commission. 

The other reason, I think, for a joint commission, is to keep the pro- 
gram on the track. It has got off to a fine start. We want to keep it 
from getting off the track, as some of the early movements in China 
did get off the track. It took you and John Earl Baker along with the 
Chinese representatives to keep JCRR on the track. 

Mr. Moyer. I have the feeling that this PRRM in the Philippines 
has been a factor in stimulating action in this general field. 

Chairman Ricnarps. Dr. Judd, if you want to introduce an amend- 
ment to that effect when we go to write the bill, it might be worth 
considering. You wanted to get Mr. Moyer’s viewpoint. The com- 
mittee stands adjourned until 10 o’clock. 

(Whereupon, at 4:40 p. m., the committee adjourned.) 
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FRIDAY, JUNE 10, 1955 


Howse or REPRESENTATIVES, 
ComMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:40 a.m., Hon. James P. Richards (chairman) presiding. 
Chairman RicHarps. The committee will come to order, please. We 
will proceed with hearings on the amendments to the mutual security 
bill. We are pleased to have Secretary Hensel with us, again, and he 
will explain all these very simple matters that we have had before 
us here. 


STATEMENT OF HON. H. STRUVE HENSEL, ASSISTANT SECRETARY 


FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. Hensex. Thank you, Mr. Chairman. 
May I just for a moment go back over some of the earlier testimony 


ind remind you that when I took over this position, I found the situa- 
tion Where we had approximately $11 billion expended, and about $7 
billion programed but unexpended, and did not have any central 
record of what we had delivered for the $11 billion that had been ex- 
pended, nor had we set up the $7 billion which was programed and had 
been approved by Congress in the shape of programs, on a time-phase 
basis. That is, when it was to be delivered to the foreign nations, based 
ipon when the nations could use it, when they needed it and when it 
was available. 

I also outlined to you the fact that we had programed and planned 
to deliver some $216 million of equipment more than we had dollars, 
ind we obviously had to do some contracting. 

I spoke to you about the fact that although these programs had been 
nade up, had been approved by the military authorities and by the 
Congress, we had certain skepticism about them, at least enough to 
require a review, because they had been made up on the basis of 
criteria, some of which were now open to question. 

( Discussion off the record. ) 

Mr. Hensex. We were trying to do two things in that respect, one, 
making a somewhat short-range study to make certain we did not de- 
iver items that would probably be unnecessary, pointing out that we 
Were taking some risk but felt we had to keep the program growing, 
but that we were working, however, to a long-range international secu- 
rity plan where we would outline our objectives and by bringing in 
consultation not only by the services here in Washington, but all of the 
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military advisory groups in the field, hoped that by December we could 
really get a long-range plan that would enable us to test not only hoy 
we are doing with the programs but whether or not the program was 
any good and whether we were keeping it current. 

Now, I understand some question has come up since my last test 
mony as to just how our plans for different areas in fiscal year 1956 
matched with some of the other programs that have been presented, 
particularly in the direct forces support, and in the defense support 
area, and economic aid. 

I want to deal with that very briefly by giving you in chart form 
some of the summaries from this book, because the deliveries being 
made by the military next year will largely come out of previously 

approved programs, except for what I call operating expenses that 
we are asking for in fiscal year 1956, which are financed currently, 

The deliveries of the items which the troops abroad will use are 
now already in the programs and have been covered by money. 

Whenever you want to compare what we planned aA bag in the 
way of delivery next year, or over the next couple of years, you can 
turn to this book or to the chart and with respect to any pr Ja find 
out the undelivered balance. 

Now, that still is our present plan, to deliver as much of that as 
we can in the next year, It might be changed, but that is our present 
plan and it is on that basis that FOA, and the others, are planning 
their direct forces support expenditures next year—you see they do 
not have the long lead-time problem that we have. 

I think I can show you that very briefly. 

(A chart was shown entitled “Department of Defense Mutual De- 
fense Assistance Program, fiscal year 1950-55, Programs and Accom- 
plishment by Area.”) 

Mr. Hensev. Here are the total appropriations you have m: _ in 
past years. This is the amount that has been accomplished by Jan- 
uary 31, 1955, and this remains to be accomplished: $7,800 million 
on the worldwide basis. As I said, if you want to get more detail as 
to the items, that is in the book. Now, you can break that down on 
Europe, where we have accomplished $7.8 billion and according to 
our present programs, have $5.2 billion to go. 

For the Far East and Pacific, a total of $3.2 billion, and you see 
we have only delivered $1.9 billion. 

* or the Near East and South Africa, the program such as we have 

; almost all accomplished, with only $700 million still to go. 

” For Latin America, we have enlarged the scale because, you see, 
it is in millions of dollars and it is relatively small. But that gives 
you an idea as to what we have accomplished and what is still to go, 
on the basis of our present program. 

(A chart was cag: entitled “Department of Defense, Mutual 
Assistance Program, fiscal year 1950-55, Programs and Accomplish- 
ments, Europe, by Countiy: " 

Here, you can see the situation for France, Italy, Germany and all 
the way down, and again that can be backed up by giving you details 
on what principal items or equipment have been ‘delivered and what 
we plan to deliver that will account for the rest of this money. 

( Discussion off the record. ) 
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(A chart was shown, entitled “Department of Defense, Mutual De- 
fense Assistance Program, 1950-55, Programs and Accomplishment, 
Near East, Africa, and South Asia.” ) 

Mr. Hensex. This shows what has been delivered and what remains 
to be accomplished on an area basis and a country basis. 

Mrs. Bouron. Mr. Chairman, in due course I want to ask about 
Pakistan and Iraq. P 

Mr. Henser. I have a rather long explanation with respect to the 
situation in Pakistan, and the commitment we have made on Pakistan. 

Mrs. Bouton. The nondeliveries ? 

Mr. Hensev. Yes. 

Mr. Jackson. Mr. Chairman, it was necessary for me to step out of 
the room at the beginning of the presentation. Does the red line 
indicate What has been delivered ¢ 

Mr. Henset. That is right, up to January 31, 1955. As I said, 
here it is shown on a dollar basis but if you want more detail, you 
will find it in the books on a principal-item basis, and we are trying 
to follow it on a principal-item basis. 

While I apologize for the size of this book, I assure you it was not 
made up primarily for presentation, here. This is the sort of in- 
formation that we want and need for our controls statistics, to see 
how the programs are going. 

Now, we have not perfected the use of the book, but when I took 
over we did not have that information on any centralized basis. You 
could tell how many dollars had been spent but what was delivered, 
you did not know. 

Mr. Jackson. Isthe gray line the obligated or committed ¢ 

Mr. Hensen. That is programed. 

Now, the programs have different validities. In general, the coun- 
tries have a pretty good idea of the program as to items but not as to 
dollars. In some places, we have given rather firm commitments that 
we would deliver, and have given it in dollars. 

Spain is an example of that. 

| Security deletion. | 

| will deal with some additional commitments later in my testimony 
that have been made by the executive departments, subject to approval 
by Congress, that have never been dealt with before. 

The new money that we are asking for, I can say right now, covers 
items that are not covered in any of this. Those have all been pre- 
sented to you. 

Chairman Ricnarps. Mr. Secretary, would you like to say why you 
are not presenting the case this year as it has heretofore been presented ? 

Mr. Hensev. Before, we made up rather elaborate illustrative pro- 
grams. As presented to you, the emphasis I am sure was on the pro- 
gram and in the Pentagon, the emphasis was on the illustrative. After 
we had made up those » programs—I think last year, for instance, you 
authorized and appropriated something in the neighborhood of $1.2 
billion. We ran into crises right inside the militar y that involved the 
change of several hundred million dollars, for items we had not pre- 
sented in the illustrative program and which required that money to 
be taken out of illustrative programs, which meant you had to go 
through the whole program cycle again, and you made up different 
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Then crises came up in the nonmilitary field—FOA, where I think 
we had to make available out of our funds, in accordance with the 
arrangements that you have approved for the transfer by the Presi- 
dent, of some $300 million, and there went the program, again. 

Then the C ‘ongress gave us a redefinition of obligations. We do not 
know the final answer to that. I think that was a “great step forward, 
but since only the obligated money was carried forward, it meant that 
money that was unobligated within that definition was lost to us, 
And while we do not know yet how much was lost, because to apply 
that program all out through the field agencies t takes quite a bit of 
time. We hope to know within the next few days what the answer 
is but we will lose several hundred million dollars more of that par- 
ticular program. 

You can see with those bites being taken of these illustrative pro- 
grams, by the time we got through, the illustrative programs were ex. 
traor dinarily good mental exercise, mathematics and otherwise, but 
had no real signific: ant meaning, except outlining to you some objec- 
tives. So we did not want to go through that again. 

Furthermore, you see so far as next year is concerned as to what 
we will actually deliver, we have got the money, and I want to live 
on that, and the only money we are asking for here to be made avail- 
able as new money in 1956 is money that we need to operate that 
program, the administr: ative expenses, the packing, crating, and han- 
dling and the training of the people who will utilize the equipment 
to be delivered, plus some additional money we will need for long. 
lead time items that have not been provided for before. But I have 
not made up illustrative programs for the various countries because 
I really will not be able to do it intelligently until we complete the 
investigation of those gray bars to see whether or not they are reall) 
sound programs and whether they should be carried out to the full 
extent, and furthermore, as I told you, we are having a complete 
reexamination of the whole situation. 

Now, I felt that the best thing to do this year was to be just as 
conservative as we could be and try to use that up, in the next couple 
years, and do it intelligently. The additional request which I will 
now describe first, how we made it up and how we collected it, was 
not made up on a country-by-country basis, because we did not fee! 
that we could do it intelligently and if we could do it, I felt that it 
would not be something that you could regard as valid. 

I approached it much this way: You could lay out your life on an 
hourly basis for the next 6 months and you could probably do a very 
intelligent job. 

You would get up at a certain hour in the morning and have break 
fast, you would come down here, you would go out to dinner only 
so many nights a week—you could do a beautiful job and you could 
arrange it logically. The only trouble is you could never carry it out. 

Chairman Ricwarps. That is one of the things this committee, in- 
cluding Mr. Vorys, particularly, and Dr. Judd, have been insisting 
on all these years. They have wanted a detailed breakdown program 
for each one of these countries and these regions. I understood them 
to say the other day that your new approach was exactly what they 
wanted. 
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Now, if I am mistaken about that, Mr. Vorys, I wish you would 
tell me. Didn’t you tell me the other day that was just the kind of 
presentation you wanted on this thing‘ 

Mr. Vorys. As a matter of fact, I said to the Secret ary the other 
day—I did not understand his explanation and our informal “eager- 
beaver” subcommittee made that statement to him over at the Pentagon 
where we made our investigation last Friday, but after his explanation 
over there, I understand it a little bit better. 

I think one thing we would all agree on is that if the illustrative 
programs are simply meant to be window dressing for congressional 
committees, rather than honest-to-God programs, we do hot want 
illustrative programs. 

Mr. Smitn. That is right. 

Mrs. Bowron. That is right. 

Chairman Ricwarps. I am not criticizing you and I could be sold 
on your approach, but it seems to me it puts us behind the eight ball 
when we go down on the floor. 

Mr. HeNsEL. No, I do not think it does. I think I can show you 
why. 

Chairman Ricuarps. Show us why. 

Mr. Hensex. It will take me some time. I can show you why the 
$1.4 billion makes sense in the original concept and I can show you 
how we got at it the first time and then I think I can show you how 
we collected it. 

Chairman Ricuwarps. I will warn you right there about the $1.4 
billion. All this is new money you say you need. My contention is 
that most of the $1.4 billion will be used for purposes which you could 
finance out of the carryover. 

Mr. Hensex. I have that money, that is quite right. 

Chairman Ricwarps. And can use it. 

Mr. Henset. Wait a minute. Will you let me finish, sir? 

Chairman Ricwarps. Yes. 

Mr. Hensex. But I would have to take it out of those gray bars and 
would have to cut back some of those programs that you have already 
approved. 

Now, if you want me to do that, I ask you to do one thing. You 
tell me which one of these programs that you approved before I came 
here, and that the military still tells me must be carried out—and I 
frankly do not know whether they should be carried out, but you tell 
me which ones you want to cut, but do not just cut and say, “Look, 
take the money out of there,” and you be responsible for what program 
falls apart. That is my problem. I am not asking for anything to 
carry out any of those and I will tell you very frankly if I discover 
excesses in those I do not care how much new money you give me, 
we are going to cut them back. 

Mr. Vorys. Would the chairman permit me to ask a question there? 

Chairman Ricwarps. He was just clarifying this matter, but go 
ahead. 

Mr. Vorys. The illustrative programs presented to us in previous 
years were called JCS force goals. As I understand it, that is what 
these charts are portraying. It was found that they were not goals 
but they were more or less illustrative programs. As I understood 
it the other day—and the others who were there can correct me—you 
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are halfway in between the force-goal concept and a force-base con- 
cept, on a time-phase analysis, but you have not gotten to your force- 
base concept on a time-phase analysis yet. You will not get to that 
in the way you want it, until later in the year. 

Mr. Henset. Several months. That is right. 

Mr. Vorys. So you are caught in between a program which you fee] 
is not sufficiently realistic, and a new one that you have not worked out. 
Now, am I right or wrong? 

Mr. Hensev. You are 100 percent right. 

(Discussion ‘off the record. ) 

Mr. Hensev. There is a great deal that the planning has gone on, 
unchecked with realities. I am only asking for such additional 
amounts of money as I think are necessary to carry us forward next 
year. 

Now, we have in general three big categories to deal with. One is 
the operating expenses to keep the program moving and to get that 
stuff delivered all around the world and have it inspected. We have 
infrastructure which General Gruenther described at some length 
yesterday. We have the support of the international headquarters. 

You will remember also our telling you at length about the impor- 
tance of the research they were conducting on a Evuropeanwide radar 
and aircraft warning system. 

There is one thing he did not tell you: You are financing that out of 
the mutual special weapons development program, and with the im- 
portance of that, I think that ought to go forward. We are also 
trying to build up in Europe, ammunition capacity, electronics capac- 
ity, which we are dealing with in facilities assistance. That is 
financed currently. 

Now, then, the Executive has made certain commitments. They are 
rather substantial. I believe that Congress either ought to refuse to 
go along with the Executive on them, or you ought to authorize them. 
The commitments you do not like, you ought to say you do not like. 
It puts us in a very difficult position if, based on the military advice, 
we tell a country that, subject to the approval of Congress, we w il 
do a certain thing, and then Congress just cuts the money and does 
not tell us which one we approve or do not approve. Every country 
thinks that theirs has been approved. 

Chairman Ricwarps. Your position makes me stronger in an 
opinion that I have had for some time, that a program like this 
should not be on a year-to-year basis. There are some other programs 
in this Government that are not on any year-to-year program, and this 
is one of them. I do not know whether you could sell it to the Con- 
gress but this is such a program. Of course, part of it is projected 
for 2 or 3 years, but a program like this, where there are so many 
imponderables, and so many things changing, it should be on a longer 
basis. There should. of course, be regular reports to Congress on what 
vou have done with the money. 

Mr. Hensev. I think Congress ought to examine very carefully into 
the manner in which the money is administered, because you cannot 
run it from here, expressing your opinion in a rigid statute, that 
executes itself. It just will not work. 

I was very glad when Mr. Vorys and several others of the committee 
came over and looked into our offices to see how we were tr ving to get 
control of it. 
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Now, it will take some time. Mr. Vorys is quite right. This, in my 
opinion, is the shakedown period. I think we are on the intelligent 
road. ‘That I wanted to lay before you and see if I could not convince 
you that we were. 

’ To the extent you disagree and feel things ought to be changed I 
hope you will point to it specifically, but I beg you do not take it 

out on me by just taking some money away and say, “Now, I'll leave 
you with the problem.” 

’ Mrs. Bouton. That sounds intelligent. 

Chairman Ricuarps. I appreciate your frankness. 

Mr. Hensev. I do not know the answer. I do not want to come 
here and say : “I guarantee that a specific program of a specific amount 
[security deletion] in Turkey, both in dollars and items, is absolutely 
correct.” 

Chairman Ricnarps. And nobody else could do it. 

Mr. Hensev. No, sir. I do think we have set it up so before we 
finish it we will know and we will not finish it unless we do. 

I do not want to use any figures because we have not been able to get 
them complete yet. They are showing deliveries in excess of the coun- 
try’s needs and abilities to absorb, and we do not know the answer on 
the time-phase basis, whether they are going to show excess in the 
amounts programed. By that I mean reducing the programs down 
tothe forces that are likely to be in the country. 

Mr. Vorys. Would the chairman permit a question on that / 

Chairman Ricuarps. Just before you came in Mr. Hensel said he 
would like to go through his statement without interruption. 

Mr. Henser. Go ahead. 

Mr. Vorys. One word on excesses: The statement you had at the 
Pentagon and no doubt have available for the committee here today 
on excesses was most revealing in that if you have an excess of tanks 
in country X, and an excess of aircraft in country Y, and an excess 
of trucks in country Z, you cannot add up the cost figures of those and 
say you’ve got an unexpended balance of so much. You can figure 
where you could best place the excess equipment, but you are dealing 
with stuff that may be scattered all over the world and it is illusory 
to think that that is extra money you have got. That is what we were 
impressed with the other day. 

Mr. Henset. It is illusory to think of that but I am going to use 
my best effort to turn it into money. You have another problem. A 
lot of the countries who have it do not want to give it up and under 
several arrangements title has shifted and they have a good, legal 
argument. 

(Discussion off the record. ) 

Chairman Ricuarps. I wish you had the job of selling to the Con- 
gress on the floor that you need $1.4 billion new money, with $7 billion 
or $8 billion carryover for end items, for replacement, and so on. 

[ see what you are talking about from the charts you show. You 
have commitments for the new program. Also you need new money 
for administrative expenses and training. I see where you can justify 
about $200 million of it and that is about all I see. 

Mr. Hensev. I do not want to present this as an illustrative program. 
I want to present this as a check we made on the reasonableness of the 
‘1.4 billion that we are asking for. We started with the assumption 
that we would not ask for new money for any program that was 
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covered in the old. We did not want to throw out the old or slas} 
the old. 

Chairman Ricuarps. You have a [security deletion] dollars fo; 
spare parts. You have your money for that now. 

Mr. Hensew. No, I have not. 

Chairman Ricuarps. It is in with the end item programs ¢ 

Mr. Henseu. It is with the aires aft, i and I will show you how we have 
taken it out of the aircraft. That is where we have issued the nec essary 
spare parts that we do not have to provide for next year, but if you 
want to tell me you have to get that $274 million out of those gray bars, 
I would have to cut some programs. 

I am frank to confess with you right now, that I do not know which 
ones to cut intelligently, but since the maintenance and spare parts 
have to go on, or else the equipment will go down, be idle, and we will 
have wasted $7 billion in Europe, I would just have to slash somewhere. 
{ beg you do not make me slash with a meat ax. 

I would have to do it if you approached it that way. 

I have the commitments here and then these 2 pr ojects, and then 
I have a kitty of $145 million, against known needs of $1.5 billion. 

That is, when I realized I had something over $1.5 billion of un- 
expected demands, 4 months after you passed the last bill, I think the 
$145 million is quite modest. 

Mr. Jackson. Mr. Chairman, may I ask a question of the Secretary! 

Chairman Ricnuarps. We are getting down to specific details so that 
[am going to let members ask questions as we go along. 

Mr. Jackson. 

Mr. Jackson. This breakdown, as shown on the chart, would be of 
considerable use to us in talking to other members and so forth, but 
I note the classification “confidential.” 

Is it absolutely necessary that this breakdown, which is general in 
nature, and not in considerable detail, carry a confidential classifica- 
tion ? 

Mr. Hensex. I am never an expert on security matters. 

The details of some of those commitments, the $524 million, I would 
not like to specify. I would tell it all to you. 

Mr. Jackson. Only so far as the $525 million is concerned and asa 
round figure. 

Mr. Henseu. Let’s take that off. I am glad you asked about that. 

Chairman Ricuarps. That is the same chart you have on page 252 of 
this book. 

Mr. Hensev. It is much the same, but you see the $524 million is 
broken down there and you see what it is. I would rather not disclose 
the identity of the countries. Not for my worry about the effect here, 
but for a great deal of worry about the effect, there. 

Mr. Jackson. We can consider for our purposes that this particular 
breakdown has been declassified ? 

Mr. HenseEx. That is right. 

Mrs. Botton. We take the “confidential” off page 252? 
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Mr. Hensev. No, I would rather not, because that shows the coun- 
tries. 

(A chart was shown, entitled “Department of Defense Mutual De- 
fense Assistance Program, Fiscal Year 1956 Estimates (in millions of 
dollars) ”.) 

Chairman Ricwarps. I would like to put that in the record of the 
hearings at this point. 

(The chart referred to appears on p. 237.) 

Mr. Proury. Mr. Secretary, is any effort being made to persuade 
any of these countries to produce their own spare parts? 

Mr. Hensen. Yes. Some are doing that. We have wrestled a great 
deal with that problem. We have sent out instructions to the people 
in the field to make every effort to stop the supply of spare parts and 
io notify us what spare parts can be produced in the country or what 
they can afford to buy from us. 

You cannot pass a law across the board that we stop all spare parts 
after a certain date, because some countries cannot produce their 
-pare parts for some time [security deletion] because the industrial 
potential does not exist, and where possible the necessary economic re- 
sources are not there to buy it. 

In some places you will find them able to produce certain types of 
spare parts but not others. You will have to make that survey on an 
individual-item basis. We believe, for instance, England can take 
care of herself pretty much now, and that is the result of that study. 

Furthermore, | would like—and I will make a speech to you later 
about utilizing offshore procurement to get the other fellow in busi- 
ness and point out to you why I feel that the emphasis on price, and 
just ordinary procurement processes, has resulted in this establishing 
concerns there and buying stuff from them with nobody in a position 
except ourselves to give them the follow-on orders. 

I would frankly rather pay—and I have an instance right now where 
maybe you would have to pay several million dollars more, on a $20 
million order, but if I could get somebody who would agree that they 
would give the next order, next year, and take it off our back com- 
pletely, I would much rather pay the extra $2 million now to get them 
in business and be able to forget it, instead of facing the fact that we 
lave to put up another $20 million, or $18 million next year, and we 
pat ourselves on the back and say “Boy, we got that at the lowest pos- 
sible price.” Yes, but you got yourself in business on a permanent 
Dasis, 

Now, I want to get myself out of business. 

Mr. Prowry. Thank you. 

Mr. Hensext. If I may proceed with this prepared statement, you 
will find I have repeated some things but I hope you will bear with me. 

[ would like to tell you how we hit the $1.4 billion to begin with. 
It was not built up that way. That is the check as to whether it is 
reasonable or not. 

The fiseal year 1956 budgeted requests for MDAP was fixed at $1.4 
billion and was a matter of executive judgment in late November and 
early December, 1954. 

[t was not in the first instance built up on an item-by-item basis. 
It was the result of overall judgment, taking into account a number of 
factors, some of which were known and some of which had to be esti- 
mated. One of the estimates, for instance, was that $500 million of 
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fiscal year 1954 carry-forward would be lost under the new definition 
of obligation, in section 1311 of the Supplemental Appropriation Act, 
1955. 

We started with the realization that rigid and precise detailed play. 
ning more than 18 months in advance of expected obligations and ex. 
penditures, had proved to be impracticable. Past experience had 
shown that the many detailed illustrative programs previously pre. 
sented to this Congress were almost always changed. Sometimes only 
in minor respects, but more often in substance. 

The world situation with which we are trying to deal in this MDA 
program, in our efforts to support our foreign policy of achieving col- 
lective security through alliances, never remains static. It is impos. 
sible with any precision to prophesy the future. 

As a result, no matter how carefully and logically detailed illus. 
trative programs were prepared on a country and item basis, emer- 
gencies have arisen in the past, and I fear will continue to arise in the 
future, which cause shifts in funds in programs, both within the 
Department of Defense programs and to the programs which fall out- 
side the statutory military assistance category. 

For instance, the illustrative programs for fiscal year 1955, were 
presented to Congress after the fall of Dien Bien Phu, in Northern 
Vietnam. If at the time of that congressional presentation, Dien 
Bien Phu had not been attacked, or was holding firm, the illustrative 
programs presented to Congress with respect to that area would have 
been entirely different from what was presented. You can easily 
imagine how quickly they would have been necessarily discarded after 
the French defeat. 

I just want to point out that there is a circumstance that did happei 
before you had the hearing, but just imagine what it would have done 
to the illustrative program if it had happened a month or two after- 
ward. You would have had to change it. 

Now, even with the fall of Dien Bien Phu behind us at the time of 

the congressional presentation of fiscal year 1955, emergencies arose 
which were not dealt with in the illustrative programs for such fiscal 
vear 1955. 
* We lose one-half billion dollars on these new obligations which 
knocks us down to $700 million and you have a shift inside the De- 
partment of Defense of $380 million that is not in any of the pro- 
grams and you can see what happens to the illustrative program, evel 
after you have cut it down to the $700 million. ote 

There was a transfer from the military assistance appropriations 
to FOA-supervised activities, of some two-hunded-odd-million dol- 
lars, a total of $580 million that was lost. 

When such shifts within the military departments and outside trans 
fers are considered, together with the reduction in available funds as 
a result of the new but very desirable definition of obligations, which 
will reduce the unobligated funds appropriated for fiscal year 1». 
you can easily appreciate the radical changes which had to be made ! 
the previously presented illustrative programs, both with respect ( 
fiscal year 1955 and previous years. You can also understand why ~ 
believed, in view of our pending complete review and analysis of the 
program, that the preparation and presentation of detailed and rigid 
illustrative programs for fiscal year 1956 would be both undesirable 
and misleading. 
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As I stated, the figure of $1.4 billion was first fixed in the aggre- 
sate as a matter of overall executive judgment. It took into account 
estimates of the appropriated money which would be unspent as of 
the end of fiscal year 1955 and fiscal year 1956, estimates of possible 

and probable rates of expenditure during such fiscal years, the neces- 
sary expenditures for current administrative and operating costs dur- 
ng fiscal year 1956, the general necessity for future planning of items, 
such as airplanes, which require long- lead times, an analysis of con- 

litional commitments to allied nations not covered by previous appro- 
priations, an estimate of the probable reduction. in the carry-forward 
of unobligated funds as of June 30, 1954, as a result of the aforesaid 
section 1311, the availability for military-assistance items of some 
of the $700 million authorized for Southeast Asia and the Western 
Pacific in section 121 of the Mutual Security Act of 1954, and some 
ilowance for unexpected and unforeseeable military-assistance 
requirements in fiscal year 1956. 

That section 121 is an appropriation not included in any of these 
igures. We did not get too much of it but we took into aceount 
what we expected to get and will give you the figures as to what we 
did get out of it. 

It was known at the time that projected expenditures through fiscal 
year 1956 would not use up the total amount of appropri iated funds 
estimated to be available for expenditure as of June 30, 1955. 

It was also known, however, that administrative and other current 
operating costs would be incurred in fiscal year 1956 for which no 
previous provision had been made in authorizations or appropriations 
and which, if paid out of previous appropriations, would cause a re- 
duction of several hundred million dollars in previously approved 
programs. 

In general, it was thought that the maintenance of a satisfactory 
MDA program to support our alliances would require a substantial 
carry-forward at the end of fiscal year 1956. Taking into account 
the many factors which I have previously mentioned, it was estimated 
that $1.4 billion was the minimum amount for which obligational 
thority should be requested for fiscal year 1956. 

[ might add that, although it was not given any specific mathe- 
matical weight, we were mindful of the fact that, if there was any 
break in the appropriations requested for MDAP, it would have a 
seriously adverse effect on our foreign policy of collective security 
through alliances. Such break would, in our opinion, cause many 
of our allies to slacken their efforts through worry as to whether the 
United States was not abandoning the previous support given to its 
inany alliances and thus indice uting doubt as to the desir: ibility of such 
alliances, 

When I wrote that particular paragraph for this purpose, I was 
not aware, then, of the impending four-power conference which had 
then been discussed. 

Now, there you see something of the very dramatic change where 
even more than ever we need to indicate to the world that we intend to 
stand firm with our allies. 

Now, the figure of $1.4 billion, although arrived at originally as a 
judgme nt figure, ¥ yas promptly tested from an entirely different angle 
i order to determine whether it was conservative. 
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Estimates were made of major obligational needs in fiscal year 
1954 in accordance with three main guidelines. An estimate of 
MDAP needs for fiscal year 1956 was built up on the assumptions that 
(a) no provision need be made for any program previously presented 
to, and authorized by, Congress, even though we knew there was an 
unfunded excess of programs over fund availability in fiscal year 
1955 of $216 million; in other words, all those programs I showed you, 
udd up to $216 million more money than we have, and the military 
still tell us we need it all. But we did not try to take up that slack at 
all. There is nothing in our estimates for that $216 million. 

(5) No provision need be made for any activity or equipment unless 
the obligation or expenditure for such purposes was clearly needed 
in fiscal year 1956, and—we went on the idea we would have some- 
thing to present to you for fiscal 1957 and unless we could see a need to 
obligate it in 1956, we decided not to include it in this calculation. 

(c) Some consideration should be given to an emergency or con- 
tingency fund which, in the light of possible needs or requirements, 
might be expended or obligated in fiscal year 1956. 

That is the $145 million down there. We have shown you the needs 
that we know of but we hope will not fall upon us in 1956, of $1.5 
billion, but that is some slack toward that five-hundred-and-eighty- 
odd-million dollars that we had to reprogram after you approved our 
act before. 

To be somewhat more specific with respect to such guidelines, we 
knew that no funds had been previously authorized or appropriated 
for administrative and operating costs to be incurred in fiscal year 
1956. 

Yet, if deliveries out of previously approved programs were to be 
continued and equipment already delivered and to be delivered was 
to be maintained and utilized in fiscal year 1956, we would obviously 
have to obligate and spend in fiscal year 1956 substantial sums for 
administrative expenses, the packing, handling, crating, and trans- 
porting of the equipment and supplies to be delivered in 1956, the 
maintenance and spare parts with respect to equipment already de- 
livered, the training of foreign personnel] satisfactorily to utilize 
such equipment, and the support of international military headquar- 
ters. 

We also knew that such items would have to be obligated or ex- 
pended in fiscal year 1956. 

In addition, we made estimates of the cost of certain programs as 
to which commitments, some rather firm and some conditional, had 
been made for which no previous fund provision had been made and 
which would require obligation in fiscal year 1956. 

In the list of rather firm commitments, we considered the necessary 
funds previously authorized by Congress to continue the buildup of 
infrastructure for NATO. 

( Discussion off the record.) 

Mr. Henser. We also made an overall survey of the known re- 
quirements of additional military strength in our allied forces for 
which provision at some time either by us or by the country involved 
was deemed militarily desirable, if not essential during fiscal year 
1956. 
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We endeavored, therefore, to make some provision for contingencies 
which might arise in fiscal year 1956 in the light of such overall 
requirements. sir 

fhe result of this test or check of our original judgment figure is 
presented in tabular form on pages 252 to 258 of the Congressional 
Presentation Data Book and will be subsequently explained in greater 
detail. 

{ can take you down each one and tell you how we calculated it 
and where the figure came from and give it to you in utmost detail. 

[| know at this point an important question must be in your minds, 
that is, in view of the large unexpended balances now on hand and 
estimated to be on hand at the end of fiscal year 1955, and which will 
not be all expended during fiscal year 1956, why should any further 
appropriation be made for MDAP until the unexpended balances are 
creatly reduced ¢ 

We realize that from a fiscal and operating standpoint it would be 
physically possible to meet our administrative and current operating 
expense needs during fiscal year 1956 out of unexpended money pre- 
viously appropriated provided obligations were terminated. 

We further realize that during fiscal year 1956 the entire MDA 
program will be analyzed and reviewed as I have previously described 
and that planning for fiscal year 1957 can be expected to be on a 
nore realistic basis and that any revealed deficiencies or undesirable 
withdrawal of funds from previously authorized and funded pro- 
grams might be picked up in a larger authorization and appropriation 
for fiscal year 1957. 

I say that somewhat with my tongue in my cheek because that is an 
election year and I worry about the greatly expanded appropriations 
in that year. 

But, even with all those things, we still believed such a step to be 
unwise, 

[have already referred to the unhappy effect the lack of any defense 
illiance authorizations for fiscal year 1956 would have upon our many 
alliances which have been built up both in the prior administration 
and in this administration and which just now seem so productive of 
satisfactory results. 

There were, however, other even more compelling reasons which led 
us to recommend against no appropriation or a token appropriation 
for fiscal year 1956. 

First, the existing programs which have been authorized and funded 
by Congress were once approved by the highest military authorities, 
vy this committee and by the Congress as a whole. They are still 
regarded as sound and minimal programs by the highest military 
wuthorities, which believe that, no matter what changes may occur in 
world conditions or in military strategy and tactics, the equipment 
iid supplies now programed and funded will be absolutely essential 
(o eet minimum requirements. 

We believe that no matter what changes may occur in world con- 
‘itions or military tactics, the supplies now programed and funded 
will be absolutely essential to meet minimum requirements. 

They regard it as such a substandard diet that they do not believe 
that anything would mean that; no matter what kind of a job that 
you gave the man, he could get along with fewer calories than what 
we are providing. That is what it boils down to. 
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Now, it seemed to us that it would be unjustifiable, in the face of 
that previous and continued approval by the highest military author- 
ities, to slash such programs to take care of administrative and oper- 
ating expenses in fiscal year 1956 and the other fiscal year 1956 com- 
mitments to which I have previously made reference. 

While we still believe in the need for a complete analysis and review 
of our programs in the light of changed current conditions, we would 
like to make that analysis and review on a careful and intelligent 
basis and not come to any conclusion or take any action with respect 
to the soundness of previously approved programs until the result 
of that study and review is known. 

Second, if the necessary funds for operations and commitments in 
fiscal year 1956 are taken out of previously appropriated but unspent 
moneys, obligation would have to be terminated with some unproduc- 
tive expenses of termination. These termination losses and expenses 
might well have proved undesirable and wasteful. 

You will recall that I testified earlier that, assuming we got the 
necessary approvals from the Bureau of the Budget, we expected to 
reserve, or obligate—it is obligate within the meaning of section 
1311—all but approximately $100 million of the unexpended balance, 
[ want to be frank with you I am not sure we are going to get all those 
necessary approvals but we are trying to do it. It won’t be our fault 
if we do not reserve that money. 

Now, that doesn’t mean that all of it will be obligated in the sense 
that it would cost you money to terminate it. A good bit of it still 
gives us some flexibility. But if we had to slash into programs we 
might run into some expenses upon termination, and while I readily 
face the fact that it is the desirable thing to do, rather than to com- 
plete an unnecessary contract, I just hate to do it when I do not know 
what Iam doing. We did order it done, for instance, in connection 
with some | security deletion] rocket launchers which were programed 
a long while ago, for Europe. 

Now, the [security deletion] rocket, as best I can find out from the 
military, bounces off the modern tank like a tennis ball and there is no 
sense in going through with those contracts. It did cost us a little 
money to terminate them but we are going to terminate them and stop 
them. There is no use piling up this stuff that somebody has to take 
care of, handle, catalog, and inventory, and then fail in time of war. 

Third, as a matter of administrative procedure and mechanics, we 
felt quite certain that if existing programs were arbitrarily modified or 
cut simply to provide funds for fiscal year 1956, the careful analysis 
and review of existing programs which we believe are so important 
would in all probability never be carried forward and made in the in- 
telligent manner which we plan. 

When a program has been discarded, regardless of what the reason 
is, | can tell you it is almost impossible administratively to revive that 
program and to analyze it with care. 

Fourth, any absence of new authorizations and obligations in fiscal 
year 1956, while not affecting expenditures in fiscal year 1956 or prob- 
ably fiscal year 1957, would bring the entire program to a complete 
halt in fiseal year 1958. 

You just would not have the money obligated to make deliveries in 
1958. You would havea gap inthere. At this time, it is dangerous to 
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our security, in our opinion, to risk that lack of support for our al- 
jiances. 

It is our hope and belief that, with the changes we have made in ad- 
ministrative and other procedures, existing programs will not be car- 
ried out except on a sound and intelligent basis and that money will not 
be spent simply to show a high level of expenditure performance. 

It is not too difficult just to spend money. It is much more difficult 
to spend it intelligently. On the other hand, diversions of appro- 
priated funds from previously approved programs simply to meet 
more pressing current expenses in the point of time are, in our opin- 
ion, equally unintelligent and likely to produce the maximum of 
waste. 

We believe that the authorization of $1.4 billion for fiscal year 
1956 for MDAP will enable us to meet known requirements in fiscal 
vear 1956 without disturbing previously approved programs until 
we are absolutely certain—if that should ever be the case and the con- 
trary is the view held by the highest military authorities. 

The test check made of the fiscal year 1956 request for obligational 
authority for MDAP: 

I should now like to deal in some detail with the items we esti- 
mated and reviewed in endeavoring to check the reasonableness of 
the $1.4 billion figure for fiscal year 1956. 

I have previously described the reason for this test-check approach 
to our budget estimates. I would now like to take up each item sep- 
arately and explain why it seemed to us both appropriate and neces- 
«ary for money to be expended or obligated for each of these items 
n fiseal year 1956, 

I should like to emphasize, however, that this approach should not 
be interpreted as a desire to earmark portions of the $1.4 billion re- 
quested for fiscal year 1956 or to present these estimates as detailed 
illustrative programs of the character previously presented. 

This study is believed by us to be no more than an additional check 
ind confirmation of the overall figure which was originally estimated 
ona judgment basis. It demonstrates, however, that the need for 
money to be expended and obligated during fiscal year 1956 could 
well exceed the total of $1.4 billion. 

You see, that $1.5 billion need, for which we have only provided 
“145 million. For the purposes of this presentation, we have di- 
vided the estimates of needs into several categories—administrative 
expenses, current operating expenses needed to protect previous in- 
vestment, commitments, and contingency projects for augmentation 
ofallied military strength. 

Il am now willing to proceed and explain this in any way you want 
todo it. 

Chairman Ricuarps. Mrs. Church had to leave and she wanted to 
put in the record the answer to this question : 


How much of the $1.4 billion do you expect to spend this fiscal year ? 


Mr. Hensex. Somebody will have to do the addition for me. 
_ Lassume we would spend all the way down through here [indicat- 
ng|. There may be some question as to that infrastructure because 
military construction projects do not move along as rapidly as you 
‘ometimes expect. 

Chairman Ricnarps. How about military assistance commitments? 
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Mr. Henset. I was stopping right here. 

On the $525 million, I would have to make an analysis of that to 
determine how many long lead-time items are in there and how many 
short lead-time. 

Chairman Ricwarps. Could you make an analysis of that for the 
record. 

Mr. Henset. Surely. 

With regard to facilities assistance, those plants you set up and you 
obligate the money and they frequently take several years to finish. 

(The information referred to appears on p. 769.) 

(A chart was shown, entitled “Department of Defense, Recorder 
Lead-Time for Selected MDAP Procurement Items.”’) 

This [security deletion] project has slipped a little bit, but there 
is 16 months delivery for the first item. 

Chairman Ricuarps. That used to be as much as 3 years. 

Mr. Hensex. Before you get it completed. This is delivery of the 
first item. 

If you add to it your appropriation and administrative lead time 
I regret to say we are working on this [indicating] and also on this 
[indicating] to get that shortened, but there you have 6 months, an 
you can see why I cannot answer you offhand with regard to the ques. 
tion of the $524.8 millien for commitments. We can make some ap- 
proximation on that. 

(Discussion off the record.) 

Mr. Prouty. When will the $450 million be spent ? 

Mr. Hznsev. $465 million of that has already been spent and stock- 
piled and that will be delivered as fast as we can. 

The aircraft provided there will run into lead time, and I assume it 
will be spent over 24 months to 36 months. We just have to face that. 

Now, 1f we did not need all of that money in the bank at the time 
ve placed the contract, of course, you could get along with less money, 
but it just takes that long to complete a substantial contract for air 
craft. If you run into slippages you can get 48 months without any 
trouble. 

Chairman Ricuarps. You have just an hour before you have to 
leave. There are going to be some questions so perhaps we should 
get on. 

How much time can you give us for questions? 

Mr. Hensev. I can come back this afternoon. 

Chairman Ricwarps. This afternoon we have not scheduled 4 
hearing. 

Mr. Henset. I would honestly like to present to you an explanation 
of each one of these items and I am at your service as long as you will 
take me. 

Chairman Ricwarps. That would take you an hour; would it not‘ 

Mr. Henset. No; that will take me longer than an hour. 

You see, I have it in quite a bit of detail. I want to give it to you. 
Maybe you do not want to take it? 

Chairman Ricuarps. There are a few points particularly bother- 
ing some of the committee, here, and suppose we ask you to come back 
on this a little later, maybe next week. 

Mr. Jupp. Mr. Chairman 

Chairman Ricuarps. Dr. Judd— 
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Mr. Jupp. He stopped on military assistance commitments of $524.8 
million. 

On page 351, of the secret book, that figure is broken down by coun- 
tries. A little while ago you took the “Confidential” off of that total 
figure. Perhaps you may want to leave the “Confidential” on those 
country figures, but it would help us a lot to be able to name the coun- 
tries to which most of those military assistance funds are committed. 
(Security deletion.] All those are popular, shall I say, with the Con- 
cress. They realize that that aid has to go. [Security deletion. ] 
If we could say that practically all of that $524 million goes to these 
certain [security deletion] countries, we could immediately knock out 
most of the kick against the item. 

(Discussion off the record.) 

Mr. Futon. Greece with a $50 million deficit in their current 
budget coming up wants to plan a program ahead. 

How, when there is no assurance given to any of these countries 
that they will get a certain amount of help on either defense sup- 
port or direct arms support, can they make up a budget ? 

In fact, I wanted to ask that as an overall policy question, as to 
your general approach, without designating by countries. 

Mr. Hensev. You realize I am not dealing with that type of help 
you are talking about. I am dealing with end-item, hard goods, plus 
training. 

Now if a country is in bad shape, financially, one thing she doesn’t 
want is a lot more of my stuff, unless she is going to get the help 
otherwise to use it. 

Now I am not dealing with that other help. 

Mr. Fuuron. You were dealing with $1.4 billion in end items. 

Mr. Hensex. End items, that is right. 

Mr. Fuuron. And they are not the entire end items that each of 
these allies of ours have in their budget. So that these countries 
make up what we don’t give, in many cases. 

(Discussion off the record.) 

Mr. Henset. Now the problem that Greece faces, really, is how 
to pay troops. 

Mr. Fuuron. And gendarmes. 

Mr. Hensen. She won’t get that out of this particular program 
under any circumstances. 

Mr. Fuuron. But she must get it out of her total budget. 

Mr. Hensev. There is aid for Greece along that line, but it just 
doesn’t happen to be in this sector. You have to look for that help 
on the other. 

Mr. Furron. From the point of view of military end items, it 
doesn’t cause a budgetary problem in the countries of our allies when 
they are setting up their programs for the year, when our country 
has set up the aid on a basis that isn’t designated by country. 

Does our lack of designation cause budgetary problems in our 
allies’ programs ¢ 
_Mr. Hensev. I don’t think too much. I think probably we have 
done a little bit the other way in leading them to believe they are 
going to get a lot of things they then count on and then sometimes 
we have to take them away because of other crises. 
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You have pointed out one thing that will always run the risk and 
if we do say that the new money was estimated as taking care of these 
commitments—and we mentioned certain [security deletion} nations— 
I am going to have to tell every other country that isn’t mentioned: 
“Look, there is something in there for you.” There will be a perfect 
how] go up, if we run against that difficulty. I won’t tell you it is se. 
curity, I will just tell you it is an administrative headache you will 
cause for me. I am willing to face it, if you feel that is necessary to 
make that explanation. 

Mr. Jupp. The 524 is going largely for these [security deletion] 
programs, that might be said. 

Mr. Hensev. If you think that is helpful, the committee does, I am 
willing to take the risk, but I would tell you that we will have a cer- 
tain amount of howl. 

Mr. Jupp. Greece doesn’t want any more money under these military 
commitments. More in this field would only make more trouble for 
her. This is straight hardware—the providing of military assistance 
to her. [Security deletion. | 

Mr. Hensev. It does create a problem. 

(Discussion off the record.) 

Mrs. Botron. Mr. Chairman, could we have order? 

Chairman Ricuarps. Let us have order, please. 

(Discussion off the record. ) 

Mr. Jupp. I don’t think the figures ought to be released. 

Mr. Hensev. We are going to give Turkey some help. 

Mr. Jupp. The bulk of that military assistance, the new money you 
want for that purpose, is for these 5 or 6 countries. The bulk of it. 

(Discussion off the record. ) 

Mr. Jupp. We have made those commitments and everybody is fay- 
orable to helping those countries not only stay on our side, but be 
strong. 

Mr. Hensev. Could I think about it, Dr. Judd / 

Mr. Jupp. All right. 

Mr. Henset. I don’t see anything in the security, I just see some 
mechanical difficulties, and if we think we can lick those, I would like 
to do anything I can. 

Mr. Jupp. When people see $524 million in addition to all the hard- 
ware in the pipeline. Where are you going to send that? If we can't 
mention a country or two, it is pretty hard. 

(Discussion off the record.) 

Mr. Apair. In other words, I don’t want to shut myself out from 
mentioning any particular country by following the plan that you 
have imposed. 

Chairman Ricwarps. Let me ask you this, Mr. Secretary, to go back 
to the way the FOA and the Defense Department operate now. 

Out of this $1,700 million plus, if you operated like you did last 
year, you would handle only the end items. af 

Now, you have added to that direct-forces support of $300 million 
plus. , 

Now, what is the difference, actually? The President’s Executive 
Order 10610, I believe, assigned direct-forces support to Defense. 

Mr. Hensev. You will remember you appropriated the money 
the President and he allocated that money and that other job to 
FOA. Now, he is allocating it to the Defense Department. 
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Chairman RicHarps. That is what I say, but then FOA says, 
“Defense, you handle this and we will work with you on the end 
items.” 

Mr. Hensev. What is in the military assistance is what you might 
call hard goods, end items and training. 

Now, what is in this direct-forces support are still end items. 

Chairman Ricwarps, But not hard goods ¢ 

Mr. Hensexi. Not hard goods. 

Soft goods. Petroleum, oil, lubricants, and that type of item. 

We will give the men the bullets but direct-forces support will take 
care of the cartridge belt with which he strings them around his 
middle. 

Chairman Ricuarps. What is the difference between the authority 
‘of the Defense Department this year 

Mr. Hensext. Do you mean up to June 30 / 

Chairman Ricuarps. Up until the present Executive order—— 

Mr. Hensew. Goes into effect ¢ 

Chairman RicHarps. Yes. 

Mr, Hensex. Our military advisory groups in the field and our field 
commanders participated fully in the planning of the needs of these 
soft goods. FOA tied in very closely with us on the actual planning 
and programing of the soft goods. 

So far as the distribution of it was concerned, and unless in rare 
occasions they asked us to buy some of it as agents for them, they 
handled the acquisition and the distribution of the soft goods. 

Chairman Ricuarps. But there was no Executive order giving the 
Defense Department direct authority over hard goods heretofore, was 
there ¢ 

Mr. Henset. The money was allocated to us. 

Chairman Ricwarps. It was allocated through FOA ? 

Mr. Hensex. It was allocated by the President, with FOA acting 
as the coordinator and approving the allocation, but the money came 
to us, 

Chairman Ricwarps. You see, there has been a lot of talk about re- 
organization, and especially where FOA went to the State Department 
this year, and where something goes to Defense and something goes 
to Commerce. 

That question will come up on the floor of the House and we will 
have to explain the changes which have taken place. 

Mr. Hensev. My recollection of the statute was that the Secretary 
of Defense was given 

Mr. Pau. There was an Executive order, Mr. Chairman. 

Chairman Ricuarps. I was trying to determine whether there was. 
There is authority in the law, itself, but it operates through the Presi- 
dent. 

Mr. Vorys. As I understand it, the Mutual Security Act of 1951 said 
allocation of funds to defense should be made by the President, and 
the President, by Executive order, gave the head of FOA or ECA the 
wuthority to do that allocating. 

Mr. Hensex. In section 524 of the Mutual Security Act of 1954, 
you did speak of the Secretary of Defense having primary responsi- 
bility for thedetermination of military end item requirements. 

Chairman Ricnarps. Defense has primary responsibility. 

Mr, Hensex. The procurement of military equipment. 
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Chairman Ricuarps. That is right. 

Mr. Hensexv. The supervision of end item use by the recipient 
countries and the supervision of the training of foreign military 
personnel; the movement and delivery of military-end items. 

Chairman Ricwarps. That is right. 

Mr. HensEx. So, you see, you had it specified. 

I have forgotten the exact language but prior to 1954—— 

Chairman Ricuarps. The money was turned over to FOA. 

Mr. Hensev. Prior to 1954, the director of FOA had, by virtue of 
the statute and the Executive order, quite complete control over even 
the military programs if he saw fit to exercise them. 

It is perfectly true that he was a little more searching in putting 
us on the questioning block as you have here now, before 1954 but 
after 1954 we had it worked out so that his authority was a coordinat- 
ing authority and he approved the country ceilings, largely from the 
standpoint of tying the different programs together. 

I do not think there is any doubt when you are dealing with a for- 
eign country, whether you are dealing with it for military hard goods 
or soft goods or budget support or economic aid, each one of them has 
an impact on our relations with that country, and on the country’s 
economy. Someplace, you have to tie those things together. I will 
fight very hard over on the military to have us exercise the military 
judgment. But when the foreign political or economic policy becomes 
more important, I then really want someone else to exercise it. I do 
not want him to modify it on the grounds of disagreeing with our 
military program, but I want him to operate within his field, and then 
I regard that field as supreme, and most important. 

Chairman Ricuarps. So far as money is concerned, the thing that 
the Defense Department will handle in the future is the $300 million 
direct forces support. 

Mr. Henset. It is not only money, it is the problem of acquiring 
it and the problem of distributing it. Not so much is added for the 
planning because we participated very much in the planning in the 
field, with them, anyway. 

I do not think there is an additional administrative burden placed 
on us by virtue of planning the program. I think we were in on that. 

Chairman Ricwarps, It still requires teamwork, though, with the 
State Department. 

Mr. Hensex. It requires a great deal of teamwork. 

Chairman Ricuarps. And if there is disagreement, there can be 
some bugs in it. 

Mr. Hensexv. That is right; we could throw an additional load on 
the defense support programs. As a matter of fact, if we were to 
dump a lot of that equipment [security deletion] we would cause 
more trouble than anything else we could do. They would not know 
how to handle it. 

Mr. Vorys. Regardless of the text of the law, the President by Exec- 
utive order, as I understand it, up to now has required coordination 
by the Director of Foreign Operations. There has been a require- 
ment that the money that is appropriated to the President in some 
way goes through the hands of the Director of FOA—he’s got to 
approve it before the money gets to Defense. 

Chairman Ricuarps. That is right. 
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Mr. Vorys. Now, under the new setup in State—in that respect, 
joesn’t the new Executive order put the Director of ICA in sub- 
stantially the same position with reference to Defense? 

Mr. Hensex. That is my understanding of it, that the Secretary of 
State will be in the same position the Director of FOA occupied last 
year. 

” Now, last year there was a change but prior to 1954—I forget the 
exact words but I think it said, “FOA would supervise and coordi- 
nate.” 

We eliminated “supervise” and left “coordinate.” 

“Coordinate” is not the easiest word to define and Mr. Stassen and 
[had a good deal of discussion as to what it meant. 

We finally worked it out, and I assume it will be taken over by the 
Secretary of State, that he would examine our programs from the 
standpoint of the economic and political impact on the country, and 
not as to the military details. 

I assume that will be continued because that is the way you have 
to do it. 

Now, what it meant was, not that the money went to FOA, but the 
money when allocated by the Bureau of the Budget directly to the 
Department of Defense, was not obligated, or not allocated, unless 
the Director of FOA indicated that what we planned to spend in a 
country was within what he regarded as a sensible country ceiling in 
the light of all of the other needs of that country. Therefore, we sub- 
mitted our programs to him in what you might call block, rather than 
what you might call detail. 

Once he had approved those country ceilings, then, so far as he was 
concerned, he was through, with this exception, that I told him that 
any control statistics that we got on the program as to its progress and 
everything else, would be made completely available to him. It has to 
work that way. 

Mr. Vorys. Now, isn’t substantially that same arrangement that 
you just deseribed of coordination between the Director of FOA and 
Defense, to be continued under the new setup, after June 30? 

Mr. Henset. That is my understanding. 

Mr. Paux. There is one possible exception to that if I may say so, sir. 

The coordination is vested in the Secretary of State, Mr. Chairman, 
and it has not yet been determined whether the Director of ICA will 
exercise that responsibility. It is the Secretary of State to whom the 
President has given this coordinating responsibility. It hasn’t been 
decided about that or whether the Secretary himself or some other 
part of the Department will exercise that, but it goes to the Secretary. 

ate Ricuarps. Along that line here is the old Executive 
order : 


Allocation of funds: Funds appropriated or otherwise made available to the 
President shall be deemed to be allocated without any further action of the 
Presider t as follows: Funds for carrying out chapter 1 of title I of the act are 
ilocated to the Secretary of Defense. 

That is practically the same. 


But, for purposes of the second sentence of section 110 of the Mutual Security 
Appropriation Act, 1955 (68 Stat. 1224), such funds shall be available only when 
ie such amounts as they have been apportioned, for use, by the Bureau of 
the Budget. 

Mr. Hensex. They go to the President and then direct to Defense. 

Chairman Ricuarps. Then there is really no drastic change, except 
that direct forces support goes to you in addition to hard goods. 
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Mr. Hensev. That is right, and we have “Secretary of State” sub- 
stituted for “Director of FOA.” 

Mr. Vorys. I saw the other day over at the Pentagon that Defense 
did not get as much money as Congress had appropriated for title I, 
chapter 1, and so forth. On your chart over there was a line showing 
the appropriation for defense, and the line right below it that showed 
what you got was smaller. Now, somebody held out some money on 
you. 

Mr. Hensex. Well, there were transfers, as 1 mentioned to you, of 
some $200 million to meet crises that affected our foreign policy. 
While we have a certain jealousy over in Defense and like to think 
only of the military, every now and then we do take a broader view 
of things. 

I do not have any quarrel with the division or the transfer of that 
$200 million. 

Mr. Donovan. When you say “defense,” what do you mean, defense 
support ¢ 

Mr. Vorys. We are trying to explore and get clear in our minds 
what the situation is. 

While we talk about mutual defense assistance program money for 
the Department of Defense, the appropriation and the authorization 
all goes to the President. All of it. 

Now the President himself, we know, personally does not go 
through there and say, “Hensel gets this and Stassen gets this.” 

We have been trying to figure out who actually does it, you see. 

Now, the Bureau of the Budget, I think, acts on behalf of the Presi- 
dent, administratively in a lot of this. For a while it had been that 


the head of ECA or FOA, he was the fellow who decided on behalf 
of the President, whether Defense would get some money. 
For instance, in the old order, here is one line: 


Funds * * * made available to the President * * * shall be deemed to be 
allocated to the Director of Foreign Operations Administration without any 


further action by the President. 

Mr. Hensex. You are talking about before 1954? 

Chairman Ricuarps. Yes, that is before the Executive order—the 
other Executive order. 

Mr. Hensev. Well, you see, before 1954, you are perfectly right, 
the money went through FOA. 

In 1954, once you got the authorization of the ceilings, the money 
came through the Bureau of the Budget directly to Defense. 

Now, the money could be refused to be allocated and could be with- 
held from us, except in conformity with your transfer provisions. It 
could not be just arbitrarily taken by the President from military 
assistance and given over to anything else. And all of these transfers 
did follow the procedures in section 501, or 401. 

Chairman Ricwarps. Mr. Donovan, you wanted to ask something 
else ? y; 

Mr. Donovan. I wanted to clarify some questions that I have in 
my own mind. As I understand this bill, Mr. Hensel, this provides 
for, or authorizes approximately a little over $900 million for what 
you call defense support. Is that correct ? 

Mr. Pav. Slightly over $1 billion, Mr. Donovan. 

Chairman Ricwarps. $1.3 billion. 
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Mr. Donovan. I am using the phrase “defense support,” technically. 
I find $70 million for Europe, excluding Greece and Turkey, $102.5 
million for the Near East, including Greece and Turkey, and $827.8 
million for Asia. I may be wrong in my addition, but that adds up to 
$1,000.3 million. 

In broad terms, Mr. Hensel, what does that defense support consist 
of / 

Mr. Henset. I would like to have the FOA people deal with that in 
a detailed way. 

Mr. Paut. The defense support figure is a type of aid given to 
countries with whom we have mutual defense arrangements. 

Mr. Donovan. What type of aid? 

Mr. Pauw. It is economic aid in support of defense efforts. 

Mr. Donovan. For example? 

Mr. Pau. For example in the case of Turkey, we have a country 
that is presently supporting a military effort in excess of its own 
economic capacity. More than its budget can stand. This is also 
true in Greece. 

Mr. Donovan. You are still speaking in generalities. Specifically, 
give me some items. The big items in the case of Turkey, for instance. 

Mr. Pauw. In case of Turkey, we are furnishing capital equipment 
for various projects. We are also supplying commodities for con- 
sumption by the civilian consumer. In other words, we are furnish- 
ing them with items which they otherwise would have to pay foreign 
exchange for, and which also has the effect of supporting their budget. 

Mr. Donovan. What kind of items? 

Mr. Paut. We have it set forth in some detail. I will give you the 
entire breakdown of Turkey or any other country. 

Mr. Donovan. Pick out the big ones. 

Mr. Pau. The 1956 program for Turkey contains $32 million for 
machinery, and there are a number of projects into which that ma- 
chinery is going, for which we have some back-up in our book. 

$9 million is for other items. Ocean freight is $4.8 million. Fuel 
is $12 million. 

Mr. Donovan. Any airfields? 

_ Mr. Paun. The airfield-construction program, I don’t know whether 
in the infrastructure program there is anything or not. I am in- 
formed there is. 

Mr. Donovan. Does that come under the heading of defense sup- 
port ¢ 

Mr. Hensen, No; the infrastructure comes under mine, and we are 
paying roughly 39 percent of the total expenditures for infrastructure. 

Mr. Donovan. In the case of France, in general terms, what would 
that he? 

Mr. Paut. We are not proposing any defense support for France, 
Mr. Donovan. 

_ Mr. Donovan. In the case of Spain, what would it be for the ensu- 
ing year? 

_ Mr. Pavt. I can give you that right away. The Spanish program 
is $26 million for defense support, of which $5 million is proposed in 
the form of surplus agricultural products, almost entirely, if not 
entirely, cotton; $19 million is in the form of machinery and vehicles, 
and that is the total program for Spain. 

Mr. Vorys. Would the gentlemen yield, there? 
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Mr. Donovan. I yield. 

Mr. Vorys. Isn’t the [security deletion] I wanted to ask about thi: 
before—for Spain, actually defense support, or direct forces support? 

Mr. Hensevt. Not mine; no, sir. It is all military assistance. 

Mr. Jupp. He is giving the figure for defense support. How much 
was it? 

Mr. Pau. Twenty-six, sir. 

Mr. Hensex. Mine is all military assistance. 

Mr. Donovan. May I go just a little further? 

Chairman Ricwarps. Would you yield? 

Mr. Donovan. Go ahead. 

Chairman Ricnuarps. Simply stated, defense support is to bolster 
the economy of the country; without it the military effort they are 
trying to make couldn’t be made? 

Mr. Pavuu. That is right, sir. 

Chairman Ricnarps. You figure that just as well as you can? 

Mr. Paci. That is right, sir. 

Chairman Ricuarps. You have to view the whole situation. 

Mr. Pauw. That is right, sir. 

Mr. Jupp. In most countries it is items like powerplants and roads 
and water development and agricultural improvements so they can 
grow more food, and that kind of thing. Isn’t that right? 

Chairman Ricuarps. The money may be used for a variety of 
purposes related to military strength? 

Mr. Pauw. Yes, sir. If it is directly related to a military activity, 
such as an unloading facility, let us say, at a military port or airfield or 
anything that is strictly military, it would be in the direct forces 
support. 

Chairman Ricwarps. Well, now, let me ask you this: Military 
uniforms would be direct forces support ¢ 

Mr. Jupp. Yes. 

Mr. Paut. Yes, sir. 

Chairman Ricwarps. If you provided cotton to make those uni- 
forms by that country that would be defense support, would it not? 

Mr. Pauw. Yes, sir. 

Mr. Vorys. Could I ask a question? 

Chairman Ricwarps. Mr. Vorys 

Mr. Vorys. Isn’t it true there was quite a discussion and debate 
within the executive departments as to whether defense support should 
go also to defense, but it was determined—and I happen to think cor- 
rectly—that there was so much of a civilian and diplomatic angle in- 
volved, and an economic angle, that that should be left with the civil- 
ian department, subject to coordination, and we saw that over in your 
office, you have a unit for liaison on economic questions. 

Mr. Donovan. That is what we people in New York call excusatory 
explanation. The explanation is contained in the question. 

Mr. Vorys. I would be glad to have the witness’ comment. 

Mr. Henset. I think I could answer it. You are right, there was 
discussion. I wouldn’t say there was much discussion because I think 
as soon as the program is laid out, everybody recognized that that was 
the only answer. I thought of the problem only from the standpoint 
of defense. 

When it comes to defense support, it requires a careful analysis of a 
country’s budget. Of course, in a sense, the entire budget affects its 
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military budget and affects its military ability. The same way we 
find the entire economy affects it. 

We did not think that we in Defense, concentrating on the military, 
were equipped or should be introduced into that problem of examin- 
ing a country’s budget. 

You can’t earmark dollars, and sometimes actual funds are put in, 
and you can’t trace them through and say whether it had the real mil- 
tary impact, or just released other funds. So we never wanted it. 

Mr. Donovan. I did not want to get into the question of right or 
wrong. I am trying to get a general picture of this thing. If you 
will permit me to go back to the next question—Mr. Paul is involved, 
too: How much does this bill provide for what you call, technically, 
offshore procurement, total ? 

Mr. Henset. We have nothing earmarked in the authorization for 
offshore procurement, assuch. That isa part of the detail of the pro- 
eram which, very frankly, I think it is impossible to work out, at this 
time, to say how much 

Mr. Donovan. Is there anything in the background as to what the 
total is going to be? What is the nearest figure you can come to? 

Mr. Henseu. No, sir; I have not done that yet, Mr. Donovan. 

[ won’t be here, but I suggest my successor will work hard to increase 
the amounts made available for offshore procurement. 

Mr. Donovan. Let me put it this way: How much was set aside 
or is being spent in the current fiscal year, for that? 

Mr. Pauw. In the nonmilitary figure, while he is looking up that 
figure 

Mr. Donovan. Justa minute. I do not want to get away from that 
subject. 

Mr. Pau. I am sorry. 

Mr. Donovan. Generally speaking, it does not have to be too 
accurate. 

Mr. Henset. It is several hundred million dollars. 

Mr. Donovan. The total, overall figure for the whole world ? 

Mr. Hensex. The total overall figure for offshore procurement from 
the very start is around $2.7 billion. 

Mr. Donovan. I mean this last year, about. 

Mr. Henset. We placed roughly in 1955 in Europe, $216 million and 
about $20 million in the Far East. 

Mr. Donovan. That is $240 million. 

Mr. Hensex. $236 million. 

Mr. Donovan. Did you find that in order to get those contracts per- 
formed, that you had to furnish machinery or equipment in Europe and 
the Far East, out of the defense support budget ? 

Mr. Hensex. I do not feel that we had any; no. 

Mr. Donovan. For example, if you place an order in Italy for re- 
coilless rifle shells, do you have to furnish the Italians with any kind 
vf machinery to manufacture those ? 

Mr. Hensex. The only thing we have done on that has been under 
the facilities assistance program—you mentioned ammunition—where 
we have tried to build up productive capacities in those countries. I 
co not think any of those are productive, yet. And there we built it 
up on the basis of the countries supplying the real estate and the 
building while we supply the machinery. 





230 MUTUAL SECURITY ACT OF 1955 


Mr. Donovan. Here is what I am getting at: When you make these 
contracts, or make the arrangements for manufacture of items that 
come under the heading of offshore procurement, has it been your 
experience that you have to supply the contracting country with 
machinery or raw material or capital goods, in order to enable them to 
perform the agreements ? 

Mr. Hensex. Not in the past year, as long as I have been in charge 
of it. 

Mr. Donovan. Do you anticipate any of that in the future? The 
reason I ask that question is to find out if you have to go over to FOA 
to get them to deliver the wherewithal to produce what you have con- 
tracted for. 

Mr. Hensev. No; I donot anticipate that, sir. 

Mr. Donovan. In the past 2 or 3 years in the countries in Europe, 
have you had any experiences with the end results of your offshore 
procurement ? 

Mr. Henset. There have been slippages in the programs. 

Mr. Donovan. That is a euphemistic word. 

Mr. Hensex. Well, they have not delivered when we thought they 
would, but the stuff has been good. 

Mr. Donovan. Have you had any defective end results or end pro- 
duction in Europe? 

Mr. Henset. I will check that, but I do not know of any right now. 

I understand. we have had some fuses and ammunition turned back. 

Mr. Donovan. For my information, how much ? 

Mr. Hensev. I would have to check that. We have that normally 

‘here things do not pass inspection. 

Chairman Ricuarps. You have that in this country ? 

Mr. HenseE.. Yes. 

Mr. Donovan. I understand that, but has there been anything un- 
usual ? 

Mr. Hensev. I am sure there hasn’t been anything unusual or it 
would have been brought to my attention. I did not even know about 
these. 

Mr. Donovan. Would you check that for us? 

Mr. Henset. Yes. Iam sure if it was unusual, it would have been 
brought to my attention. 

Chairman Ricuarps. Will you supply a memorandum on that?! 

Mr. Henset. Yes. 

(The information requested appears on p. 770.) 

Chairman Ricnarps. I imagine the Congressman wants to know 
about a particular case. 

Mr. Donovan. We will drop that, now. We will get the informa: 
tion after a while. 

Chairman Ricnuarps. Is there any other question ? 

Mr. Donovan. Not right now. 

Chairman Ricnarps. Mr. Jackson 

Mr. Jackson. I was interested in the bales of cotton we were talk- 
ing about. I would like to get it a little more clearly established in 
my mind. I would like to ask a question directed to that. 

Let us say we have 3 or 4 bales of cotton unloaded in country X and 
the first bale is to go to a medical warehouse. 
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Now, to what type of assistance would that be charged? Would 
it be MDAP, direct forces support, or defense support? An Army 
medical warehouse. 

Mr. Hensex. If it is Army medical and it is going to be absorbent 
cotton, I assume it will come under our direct forces support in the 
future. 

Mr. Jackson. How about a bale that went to a uniform factory 4 

Mr. Hensex. That is defense support. 

Mr. Jackson. Or to a civilian loom? 

Mr. Hensex. That is defense support. 

Mr. Pau. All fungible items like that, where you cannot trace a 
certain bale of cotton 

Mr. Jackson. I know this is an oversimplification. 

Mr. Pav. In items like that, it is a good example of things we feel 
we have to handle in defense support because you cannot trace the 
particular bale. 

Mr. Hensext. You cannot trace the particular bale into the uniform, 

Mr. Jackson. I presumed you had knowledge of this particular bale 
and you were going to charge it against a certain fund—again, it is 
an oversimplification, but if you knew where such and such an item 
was going—I do not care whether it is cotton or something else; if you 
knew that it was going to a certain place, it would fall in one of your 
broad, general categories. 

Mr. Jupp. The “bible” here says: 

Direct forces support helps to do so by supplying—normally by import—goods 
and services that are directly delivered or rendered to, and which physically 
reach or benefit, the military forces involved. 

Further down it says (referring to direct forces support) : 

The one form of assistance generally consists of articles (or services) which 
can be traced in a physical sense from a point of import into the country directly 
toa soldier who actually uses it or is served by it; the other form has its specific 
military impact as a country’s economy is rendered capable of sustaining the 
desired enlargement of its defense burden. 

If it comes to the hands of a soldier, it is direct forces support. 

Mr. Henset. That is the definition we adopt to make the split. It is 
not easy to make the split and I can see the problem. : 

Mr. Vorys. Mr. Paul was saying that fungible, which means ex- 
changeable things, like wheat and cotton and so forth 

Mr. Jackson. What is the word ? 

Mr. Vorys. “Fungible.” It is a legal word meaning exchangeable. 
One bag of wheat is like another. One bale of cotton is like another. 
He said such items were originally furnished under defense support, 
except for POL? 

Mr. Paut. Except where you can trace the use of that directly into 
the Armed Forces of a country. 

For example—I believe Formosa is an example, I will check it to 
make sure it is correet—certain types of foodstuffs which are civilian- 
type items might normally be absorbed by the civilian economy, but on 
Formosa it only goes to the Armed Forces because it supplies‘a special 
dietary requirement that the Armed Forces need and they cannot af- 
ford for the civilian economy to have. 

In that case, although it normally would be one of the things we call 
a fungible item, it is going directly to the Armed Forces, and you know 
it before you ship it, and that would be a direct forces support item. 
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Mr. Hensex. Could I get you to stop thinking about the identity of 
the item and use your test: “To whom does it go?” 

If it goes to the military, and we trace it right into the hands of the 
military or a designated agent of the military, then it is either military 
assistance, or direct forces support. The test is not based on the char- 
acter of the item, but where does it go. 

Mr. Jackson. If it goes into the civilian economy, it is defense 
support ? 

Mr. HeNnsex. Or if it goes to a place where you cannot trace it. 
It may be the military, but you do not know, then it is defense support. 

Mr. Donovan. Of this $236 million offshore procurement—and I 
am using this only for illustrative purposes—what countries furnish 
or manufacture that offshore procurement and divide it up into dollars 
and cents, during the last year? 

Mr. Hensex. On the past year, I would have to get that. I can 
give it to you on the overall, from the start of the offshore procure- 
ment, but on just how that 

Mr. Donovan. Well, in the overall, how about that ? 

Mr. Pavt. Sir, it is in the unclassified book on page 36, a break- 
down by country and by major item. 

Mr. Henset. On just the 245, or the 240? 

Mr. Pauw. On the $245 million program. 

Mr. Donovan. Would you read that off just generally without put- 
ting it into the record? France, how much; United Kingdom, ‘a 
much; Spain, how much; Italy, how much? 

Mr. Henset. The overall adds up to $2.6 billion. He wants to 
know it by countries. 

Mr. Donovan. I want to know about it by countries. 

Mr. Henset. I will have to get that on the 219. 

Mr. Jupp. It is all right here on page 36 by country. 

Benelux, $143 million, et cetera. 

Mr. Hensew. That will add up to the $2.6 billion. 

Mr. Donovan wants to know about the $240 million placed in 1955. 

Mr. Jupp. He asks for the overall. This gives the overall from 
the beginning. 

Mr. Donovan. You do not have it by countries last year. 

Mr. Henset. No, but I can get it. 

Do you want it? 

Mr. Donovan. If you please. 

Chairman Ricuarps. It will be supplied. 

(A classified statement covering the information requested was sub- 
sequently furnished by the Department of Defense.) 

Mr. Donovan. Who decides on how that is to be allocated ? 

Mr. Hensev. Well, it has been done generally on the basis of com- 
petitive bidding. I am not entirely satisfied with that approach. 

Mr. Donovan. That is what I am coming to. Does that not in- 
volve a lot of redtape and time delays? If we had to wait for com- 
petitive bidding during the war when we were looking for manv- 
facturers to make the gun parts and howitzers and shells and ammuni- 
tion, the war would have been over before much of it would have 
been manufactured. 

Now, will you please pursue that point that you mention? 





MUTUAL SECURITY ACT OF 1955 233 


Mr. Henseu. I think this: I think we can cut down on the delays. 
Of course, I agree with you, what you say happened during the war. 
That is quite correct. We found that it is too slow a process. But 
[ think the major objection to just handling it as one more procure- 
ment is that it fails to obtain the objective. It is perfectly true that 
when offshore procurement was first suggested, that the people 
thought of it as a lot of economic aid, then they began to think of it 
as ordinary procurement, and as a matter of fact it was written right 
in the statute—certain procurement criteria that we had to take into 
account, on price and everything like that—and I can remember being 
questioned very severely—why did you buy it there when you could 
have bought it here for a little less? 

I made a plea before the Senate Foreign Relations Committee to 
strike out those sections—that particular section 103 (c) of the Mu- 
tual Security Act of 1954—from the bill that pushed in these pro- 
urement criteria, and that was done in the Senate, and I hope you 
will do the same. 

I believe the primary purpose of offshore procurement is to build 
up in Europe an industrial base that will sustain the military forces 
that we are building there, and that our ultimate objective is to get 
out of the offshore procurement business and get the other countries 
in, and that we place orders in the beginning—and I am thinking 
particularly of the countries that we hope economically will later be 
able to support themselves | security deletion | or something like that— 
on the thought that we are getting them over their starting-up costs; 
over those extra costs before they get a finished production line. 

Therefore, I would be much more interested in the country that 
came to me and said “Well, now, we cannot pick this up entirely, 
this year, but if you will place an order for X we will place an order 
for half X this year and next year we will take the one and a half 
X off your hands next year.” This appeals to me and I think we 
wen have more freedom to approach offshore procurement on that 
JaS1S, 

Mr. Donovan. Is that in the Senate bill this year? 

Mr. Hensen. You do not have to put anything in the bill if you 
will just take out what is now in the bill. We will do the rest. It 
is taken out by the Senate bill now. 

Mr. Donovan. You specifically mentioned the words “competitive 

bidding” in this offshore procurement program, that slows you up 
and it has been a monkey wrench in the general program ? 
_ Mr. Hensex. It just means that you have just bought 100 guns, that 
isall. I do not want to buy 100 guns in offshore procurement alone. 
[ want to buy 100 guns from a factory that will be in business, and 
the country involved will buy the next hundred guns. But if you 
just circulate it competitive biddingwise, anybody who has the low 
price, gets the order and nobody sponsors them. 

Mr. Vorys. Will the gentleman yield? 

Mr. Donovan. I yield. 

Mr. Vorys. I notice “Switzerland, $43.8 million.” 

I do not know why we would be interested in building up a manu- 
facturing potential in a country that is going to be neutral as long 
as 1t can. 

I wondered if that was because of competitive bidding. 

Mr. Henset. Undoubtedly a low bid. 
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Mr. Jupp. Will the gentleman yield? 

Undoubtedly there is an advantage to having certain very essential 
spare parts, for example, made in a country like Switzerland where 
probably the factories will not be destroyed'and Switzerland is always 
perfectly willing to sell to anybody. In view of the 350 Soviet sub- 
marines, if our allies had to come to the United States for spare parts, 
a lot of it might be down at the bottom of the ocean before it could 
get over to them. 

Mr. Donovan. Has any offshore procurement been obtained in 
Sweden ¢ 

Mr. Vorys. No. 

Mr. Donovan. Has there been any contracted for in any countries 
that are not part of the NATO organization ? 

Mr. Hensev. Yugoslavia and Spain. 

Mr. Jupp. And Switzerland. 

Mr. Henset. And Switzerland. 

Let me explain Switzerland. I would like to run that down a little 
bit. because I am not sure of that. 

We know that Ehrlicher and Hispano Suiza are located in Switzer- 
land but I do not think so. When we were trying to build up produe- 
tive capacity in aircraft there, one of our companies, I think it was 
Republic, organized a company in Switzerland at Lugano and took 
the contract over there. It was subcontracted out to France. This 
may well be part of the United States foreign subsidiary’s money 
assigned to Switzerland but I would like to run it down. 

I think Yugoslavia and Spain are the two that I see right off that 
are not in NATO. OSP contracts were placed in Germany before 
she was in NATO. 

( Additional information was subsequently furnished by the Depart- 
ment of Defense on the above question. See p. 770.) 

Mr. Donovan. Take the program of Spain where we are building 
airfields, pipelines, a great naval base down south—what do you call 
that, Rota? 

Mr. Henseu. Yes. 

Mr. Donovan. Is that all competitive bidding, too? 

Mr. Henset. It has been, yes. 

Mr. Donovan. Is that slowing up the program ? 

Mr. Henset. I do not honestly think so. I do not think the com- 
petitive bidding process slows it up that much so that it has become 
a critical problem. 

Mr. Donovan. It does slow it up, does it not ? 

Mr. Hensev. Well, there is always a certain amount of delay, but 
with the foreign bidders—remember, what we did 
Mr. Donovan. Let me be specific. Excuse me for interrupting. 

In Spain have you not found that as a result of competitive bidding 
that you have had contractors from outside of Spain—and let me be 
specific—Germany and northern Europe—submitting competitive 
bids for some contracts in Spain? 

Mr. Hensev. Oh, yes. That has been a part of the purpose—to 
get as many as possible in there as we could. 

Now, some of the German concerns have located in Spain, but we 
have had it all around. We get certain complaints from the 
Americans. 
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Mr. Donovan. Did you have any trouble in Spain getting licenses 
or getting the landowners to give up their land mghts to the pipeline 
they are putting through from southern Spain up to Madrid? 

Mr. Hensev. There was considerable difficulty in that land-acquisi- 
tion program ; yes. 

That, of course, you know, is not in my immediate administration. 

Mr. Donovan. I assume the contrary was true—that you did not 
have to pay a nickel for the land rights there and that you got them 
within 6 weeks. 

Mr. Hensev. Well, I can tell you that that has not been—you are 
talking about the service programs there, and there were delays any- 
where from 1 to 4 months in land acquisition. 

Mr. Donovan. Well, that is not very long. 

Mr. Hensev. It is long when you have already programed the idea 

will take you 6 months and it takes you 10. 

Mr. Donovan. Do you have any other pipelines in Europe ? 

Mr. Henset. The infrastructure pipelines and also 

Mr. Donovan. You paid for those rights. You did not pay any- 
thing for them in Spain. 

Mr. Henset. I cannot tell you right offhand how much was paid for 
those. 

If you want to make a case that Spain has been extremely coopera- 
tive, I quite agree with you. They have offered us a great deal. 

I don’t think that any of the difficulty or the delays in getting the 
land represented any reluctance on the part of the Spanish Govern- 
ment or the Spanish people. I think it has been quite a situation of 
the reverse. They have been very anxious to have us there; they have 
cooperated 100 percent with us. 

I think in all land acquisitions, however, there are mechanical details 
that sometimes were not always followed. We felt for a time there 
was a little dissatisfaction with the Spanish, on the speed with which 
we were delivering what we promised to deliver, and I thought in some 
instances it was really our fault and did my best to speed it up. 

So far as I am concerned, Spain has been a very refreshing ex- 
perience. 

Mr. Donovan. In other words, the red carpet is out to us. 

Mr. Hensex. There is no question. 

Mr. Donovan. One other thing. I was in Spain early in April. I 
talked to the general contractors; I talked to the heads of our military 
missions; I talked with the top men in Air and Navy—not many 
from Army. I got the distinct impression that all our representa- 
tives of the Department of Defense in Spain felt that there should 
be much more allocated for offshore procurement and defense support 
in Spain. 

As a matter of fact, the day on which I left Spain, I also witnessed 
the departure to our MAAG representatives in Paris, of several of our 
top military men in Spain, for the specific purpose of exerting pressure 
on our MAAG representatives in Paris to get more offshore procure- 
ment and defense support for Spain. And even more specifically, I 
happen to know that General Barnes who headed up that mission to 
Spain for a conference with our MAAG representatives in Paris. 

Now the question that I want to ask is this: Is the $21 million allo- 
cated in this program for offshore procurement in Spain, and the figure 
ior defense support, whatever it may be, the same figures that obtained 
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before the mission of General Barnes and his conference with the 
MAAG representatives in Paris, early in April? 

Mr. Hensex. Now I don’t understand your reference to the $21 
million. 

Mr. Donovan. I want to know whether our military men in Spain 
brought forth any results, or whether the figures are the same as 
before they had that conference. 

Chairman Ricuarps. I want to say right here, Mr. Donovan, I have 
to let these people loose now, at 12:45 to keep the agreement I made 
with them, but I would make the observation that I don’t think we 
had to buy land for any bases there or in any other country. Spain 
gave the land and the other countries did, too. 

Mr. Donovan. Yes we did. 

Mr. Henseu. Yes, you had to buy them. 

Chairman Ricuarps. Not the land. 

Mr. Donovan. We bought them everywhere, all over Europe. 

Mr. Vorys. They pay for the real estate. 

Mr. Hensex. We never bought any. 

Mr. Vorys. On this matter of acquisition of land in Spain, we 
were there and our brief observation was corroborated by a subcom- 
mittee from armed services, which cautioned against too rapid arbi- 
trary acquisition of land because even in a totalitarian country one of 
the things the Spanish peasants were not used to was having the 
government take their land, and they recommended that we not urge 
the Spanish Government to proceed too fast. 

Mr. Donovan. That is not the point I am trying to make, Mr. Vorys. 
I am trying to emphasize that we are paying nothing for it in Spain 
and paying for it in other countries. 

Mr. Hensex. I am told not, Mr. Donovan. I will have to check 
that. I understand that in everything under infrastructure the host 
country contributed to the land—and I would like to run down our 
separate bases in North Africa and otherwise and see if we paid any- 
thing—let me say right now 

(Additional information was subsequently furnished by the De- 
partment of Defense on the above question. See p. 770.) 

Chairman Ricuarps. I didn’t want to cut you off, but I promised 
these folks I would get them away from here. 

We may want you to come back again. 

Mr. Hensev. I really want to come back because we have not finished 
on this detail. 

Chairman Ricuarps. Admiral Radford will be here at 10:30 Mon- 
day and everybody is docked 3 days’ pay if they are not here on 
time. 

Mr. Jupp. I feel very strongly about the need for having Mr. Hensel 
back. 

Chairman Ricwarps. I promised to get him away from here, but 
we will have him back. 

Mr. Hensev. How about Monday afternoon ? 

Chairman Ricuarps. We have a schedule for Monday afternoon. 

Mr. Pavu.. We would be glad to defer that if you want to go on 
for this. 

Chairman Ricnarps, I think we better do it. 

We have Mr. Jernegan of State and Mr. Seager of FOA, and we 
would surely like to hear further from you. 
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Mr. Jupp. Actually this $1.4 billion is the toughest thing in the 
whole program. It is new money. It is the first target for them to 
shoot at and we ought to have the best possible justific ation for it. 

Mr. Vorys. Mr. C ‘hairman, before the committee adjourns, I note 
that we have Mr. Riddleberger from Yugoslavia scheduled for next 
Tuesday, and also on the w hip notice I notice that that is w hen the 
bank holding-company bill is on the floor under the 5-minute rule. 

Mr. Jupp. And the conference r 2port on reciprocal trade. 

Chairman Ricuarps. Where we can make shifts we will, but you 
can’t satisfy everybody about being down here on the floor and up 
here in the committee. We are trying to get through with this bill, 
but you are right, that gentleman we w vill want to hear about the situa- 
tion in Y ugoslavi ia, SO “T will try to make adjustments. I will keep 
you adv ised about it. 

The committee stands adjourned. 

Mr. Fuuron. As to what Mr. Hensel said he wanted stricken out of 
the bill, will you be more definite on that, and whether it refers to 
the screening of surplus-labor areas in this country ? 

Mr. Henseu. Yes. 

(Whereupon, at 12:55 p. m., the committee adjourned to reconvene 
Monday, June 13, 1955, at 10: 30 a. m.) 

(The following table has been submitted by the Department. of 
Defense. See p. QL: 3.) 


Department of Defense, mutual defense assistance program, fiscal year 1956 
estimates (in millions of dollars) 


Category Value 
I. Administrative expenses 24.0 
II. Protection of the investment : 
Maintenance and spare parts 274. 
Training 90. 
Packing, crating, handling, and transportation 144, 
III. Commitments: 
Support of international military headquarters__________-___ 5. 
Infrastructure 122. 
Military assistance commitments 524. 
IV. Projects for improvement : 
Mutual weapons development 50. 
Facilities assistance 20. 
V. Balance of fiscal year 1956 for requirements exceeding $1.5 billion__ 











MUTUAL SECURITY ACT OF 1955 


MONDAY, JUNE 13, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFairs, 
Washington, D.C. 

The committee met, pursuant to call, in room G-3, United States 
Capitol, at 10:40 a. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Ricuarps. The committee will come to order, please. 

We will proceed with hearings on the Mutual Security Act for 1955. 
We are considering the committee print. We are privileged to have 
with us this morning Adm. Arthur W. Radford, Chairman of the 
Joint Chiefs of Staff. 

Admiral, we are certainly glad to have you with us again. Will you 
proceed in making any comment you want on the bill under discussion. 

Admiral Raprorp. Mr. Chairman, I have a prepared statement 
which I would like to read to the committee if that is satisfactory. 

Chairman RicHarps. That will be fine, sir. We are in open ses- 
sion now and a little later we will go into executive session. Do not 


hesitate at any time to say you would rather answer a question in 
executive session if you prefer. 


STATEMENT OF ADM. ARTHUR W. RADFORD, CHAIRMAN OF 
THE JOINT CHIEFS OF STAFF 


Admiral Raprorp. Mr. Chairman and members of the House Foreign 
Affairs Committee, I appreciate this opportunity of appearing before 
your committee on behalf of the Department of Defense in support 
of the Mutual Security Act of 1955. 

Although the Department of Defense supports the entire mutual 
security program, I shall confine my remarks to that portion over 
which the Department of Defense has primary cognizance. That, of 
course, is the military portion of the program, namely, mutual defense 
assistance and the related direct forces support. 

First of all I would like to state that the military aid program is 
part and parcel of the United States Defense Department program. 
rhe expenditures abroad in support of our alliances do not differ in 
purpose, scope, or objective from our own military expenditures. 
lhe fact that this part of our program is not included in the Defense 
Department budget is more a matter of procedure and administration 
than of substance, 

In this connection, I can assure you that were it not for the strength 
which has been generated in the past 5 years by our allies, and in most 
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instances made possible by our military aid programs, the requirements 
of our own program would be much larger. 

The United States and its allies have established a series of bilatera] 
and multilateral defense alliances, designed to deter aggression and to 
prevent war. These alliances must be given full support by all par- 
ticipants if they are to be effective. Our participation cannot he 
limited to the buildup and maintenance of our own Armed Forces, 
The provision of military assistance to our allies, when combined wit), 
the resources which they contribute, results in the development of 
collective military strength much larger than the United States could 
provide or maintain on its own. 

Our security today is inextricably bound with that of the other 
nations of the free world. Our plans and programs must be worked 
out in cooperation with our allies in order to obtain maximum effee- 
tiveness in the development and employment of forces and facilities, 
In this mutual effort, each ally should play a part commensurate with 
its capabilities. 

Although we have spent a great deal of money on our military 
assistance programs they have paid large dividends and will continue 
todoso. These programs have resulted not only in greatly improved 
collective strength, but they have made it possible for the individual 
countries of the free world to concentrate on the development of those 
forces which constitute their most effective contribution to the whole. 
Together these nations provide a pool of collective strength. If we 
are to be adequately prepared and simultaneously maintain a stable 
economy for the long pull, our forces must generally complement each 
other and constitute balanced forces on a global scale. 

This balance can best be attained by each nation contributing to 
the pool those forces and facilities that it is most proficient and best 
capable of developing. 

In view of our vast industrial capacity, technological ability, and 
limited manpower, we believe that the most effective contribution 
which the United States is capable of making consists of complex 
technical weapons and equipment, modern air and naval power, and 
highly mobile offensive combat forces backed up by ready reserves. 

On the other hand, we feel that the other allied nations can most 
efficiently provide in their own and adjacent countries the bulk of 
the defensive ground forces and local naval and air power. 

It would be a dangerous misconception to assume that our superi- 
ority in modern weapons has reduced our need for allies. In my 
opinion, the free nations’ coalition can ill afford to let the Iron Cur- 
tain ring down on additional countries of the free world. 

Communist domination means that more resources will be harnessed 
to their war machine and may be turned against us. Every resource 
added to the Communist bloc constitutes a subtraction from the total 
of the free world. In effect, the relative gain is therefore double the 
apparent gain. If communism is permitted to gobble up parts of the 
world one by one, the day could come when the Communist bloc 
would be so powerful that no corner of the world would be safe. 

It is virtually impossible for many of the nations of the free world 
to maintain and equip sizable forces without our assistance. The 
Republic of Korea and the Republic of China are two outstanding 
examples. 
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Today the Republic of Korea has 21 ground divisions on active duty. 
The forces of the Republic of China are significant in numbers and 
have been steadily strengthened since 1951. These troops are well 
equipped and highly trained. Combined with the mobile forces 
which we can contribute they constitute together a bulwark of strength 
on the side of the free world in the Western Pacific. 

Furthermore, the generation and maintenance of this allied strength 
has permitted the United States to redeploy ground divisions from 
that active duty. It has permitted us to concentrate on the develop- 
ment of those complex weapons, equipment, and forces which we are 
more proficient in developing than are many of our allies. This is 
an example of balanced forces on a global scale. 

Thus you can see that the mutual defense assistance program is an 
integral part of our own national security program. It is designed 
to generate essential military strength in the free world which is com- 
plemented by our own national forces. Such a program can hardly 
be labeled a giveaway program. On the contrary it is an essential 
and realistic one from our standpoint. 

One basic fact which cannot be disregarded is that the United States 
alone does not have available, nor could we maintain on active duty 
for an indefinite period, the forces necessary to match the Communist 
bloc in manpower at every possible point of aggression around the 
globe. 

We need each and every one of our allies and they need us if we are 
to maintain stable economies at home and at the same time remain 
adequately prepared to meet the Communist threat of aggression, not. 
just this year or next year but for an indefinite period ahead. 

There are many valid reasons why it is more advantageous for us 
to assist our allies in maintaining their own national forces, especially 
ground forces, than it is for us to provide United States soldiers. 
Besides the lack of such unlimited manpower resources that would 
be required, the costs would be prohibitive even for this country. 

In addition there is a psychological question of national pride and 
will to resist communism that is most important. Furthermore our 
support under the military assistance program has been supplemented 
by large expenditures by many of those allies on their own. In the 
aggregate I am convinced that our mutual defense assistance pro- 
gram is our best instrument for building up and maintaining the 
collective strength of the free world for the common defense. 

We cannot be secure without our allies and they cannot be secure 
without us. It is clearly a case of interwoven self-interest. Our se- 
curity and that of our allies are in reality one and the same. It was 
in recognition of this fact that the United States Government has 
developed a series of bilateral and multilateral agreements with our 
allies throughout the world. 

_ The expenditures made for equipping and maintaining United 
States forces at strategic areas abroad is never called aid. Neither 
should essential expenditures which support these alliances and enable 
our alles to equip and maintain their own national forces in these 
same strategic areas be looked upon as aid. It would be more correct 
to label them Defense Alliance expenditures, designed to safeguard 
in the most effective manner, and at times in the only possible way, 
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the security of the United States and the other free nations of the 
world. 

Chairman Ricuarps. Thank you, Admiral 

Do any members of the committee want to ask any questions before 
we go into executive session? If so, I wish you would let me know 
now. 

Well, we will go into executive session. 

(W hereupon, at 10:55 a. m., the committee proceeded in executive 
session.) 

Chairman Ricuarps. Admiral, we are now in executive session 
and we will go under the 5 -minute rule in asking questions. I want 
to call on the ranking minority member, Mr. Chiperfield, first. 

Mr. CuHiperrietp. Admiral, we are always glad to have you here. 
I want to thank you for a very constructive statement. Per sonally, I 
have very great admiration for your judgment in this matter. 

I am glad in your statement you confined yourself to the milit: ary 
program, although you say in general you support the whole prograni, 

(Discussion off the record. ) 

Mr. CuiperFrIetp. Are we giving any military aid to India? 

Admiral Raprorp. No, sir; we are not. 

Mr. CurperrieLp. Well, how about Yugoslavia? That is a hot 
point around this table. 

Admiral Raprorp. The question of military aid to Yugoslavia is a 
difficult one. I would say from a military point of view, Yugoslavia is 
an important country, particularly when you look at the map of West- 
ern Europe and see their location between the NATO members of 
Greece and Italy. They are also in the Balkan Alliance with Greece 
and Turkey. They have that commitment. 

(Discussion off the record.) 

Mr. CHIPERFIELD. Some of the statements that have been made about 
Formosa and recognition of the Red Communists, makes you wonder 
what is the right thing to do. 

Admiral Raprorp. It certainly does. 

Mr. CHIperFreLtD. Thank you, very much. 

Chairman Ricuarps. Mr. Gordon. 

Mr. Gorpon. Mr. Chairman, Admiral, I am always glad to see you 
before our committee, but I have no questions at this time. 

Chairman Ricwarps. Mr. Vorys. 

Mr. Vorys. Admiral, in your statement you spoke of why it is more 
advantageous for us to assist our allies in maintaining their national 
forces and especially ground forces than it is for us to provide Uniied 
States soldiers. 

Every year for about the last 3 or 4 years, I have asked the repre- 
sentatives of the Department of Defense to prepare a little table so 
that we can show the economy for the United States in this program. 

I remember last year I think the amount for an American soldier 
was five thousand six hundred and sixty-odd dollars a year before he 
had a gun in his hand, and then if you divided up the whole program! 
among - the troops among our allies, it cost us about $700 a soldier. 

I amagine you do not “have such figures now, but could we get that 
sort of statement for use this year? Tt is a most graphic way to show 
it to the House. 
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Admiral Raprorp. Yes; we can supply that. 
(The information requested is as follows :) 


DEPARTMENT OF DEFENSE 
Hon. JouNn M. Vorys, 
Committee on Foreign Affairs, 
House of Representatives, 
Washington 25, D.C. 

Deak Mr. Vorys: During the hearings on the mutual security program on 
June 13, 1955, you requested information from Admiral Radford as to the com- 
parative costs of maintenance of a United States soldier overseas versus a for- 
eign soldier who is a citizen of an MDAP-supported country, as such costs pertain 
to the United States taxpayer. 

3ased on calendar year 1954 experience, the total average per annum cost 
of maintaining a United States serviceman is $5,900, while the cost to United 
States taxpayers for maintaining an average foreign serviceman is $747. It 
is pointed out the cost for the United States serviceman does not take into con- 
sideration the recent military pay raise which, of course, would make that cost 
a higher figure. In any event, the average cost ratio is approximately 8 to 1. 
8to 1. 

Sincerely yours, 

MoNnrRoE LEIGH, 
Assistant General Counsel, International Affairs. 

Admiral Raprorp. I would like to point out that in my statement 
I said there are also material contributions from our allies. Most of 
the other countries support their own forces, too. They pay some of 
their own expenses, which is in addition to the part that we pay. So 
it is really a double-barreled affair. 

Mr. Vorys. As I get it, if these forces are placed where we think 
they should be, we help equip them as we think they should be 
equipped, and thus they contribute to our security ? 

Admiral Raprorp. That is correct. 

Mr. Vorys. They may not be as reliable as our forces, but it would 
be prohibitive to place our forces all over the world. That genera! 
statement reduced to dollars and cents—and it can easily be done— 
is a most effective answer to many of the criticisms of this program. 

Admiral Raprorp. We will prepare and submit for the record that 
statement. 

Chairman Ricwarps. I think it would be very well to have that, 
Admiral, at this point, and without objection it will be placed in 
the record. 

Admiral Raprorp. Sometimes it is alleged that we try to place the 
burden on the troops of our allies and not United States troops. This 
is not the case. Our security is bound with that of our allies. 

Presently the method is to support local troops who are at home 
instead of supporting American boys who are four or five thousand 
miles away from home. We cannot keep United States forces in great 
strength at every point around the Soviet periphery where Communist 
forces might start an aggression. That is one of the good reasons 
for doing i it the way we are. 

Mr. Vorys. Admiral, year after year, the military—maybe the dip- 
lomats—have sort of pulled away from any such expression for fear 
of Communist criticism that these are merely Hessians and merce- 
aries scattered throughout the world. 

It seems to me it would be most helpful to spell out the facts of life 
in dollars and cents, and let Congress and the world see it. I think it 
would be convincing not only to Congress but to our allies. 
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Admiral Raprorp. We point out at the same time that we do have 
strong backup forces, naval, and air forces, too, that would go into ac- 
tion right away in conjunction with these same allied forces. We are 
participants in collective efforts of the free world for common defense, 

Chairman Ricwarps. Mr. Carnahan 

Mr. CarnaHan. Admiral, it is good to see you again. 

I want to read one sentence from your statement : 

If we are to be adequately prepared and simultaneously maintain a stable 
economy for the long pull, our forces must generally complement each other and 
constitute balanced forces on a global scale. 

I certainly agree with your statement, but I am just wondering what 
is the ultimate plan of the whole thing? Do we have a definite attain- 
ment in view? Are we planning a continued stalemate of balance 
between the free and Communist world so we will have to perpetuate 
tensions or is there the eventual possibility that we will establish the 
free world concept throughout the world ? 

Admiral Raprorp. I have the optimistic hope that that is what we 
ultimately will accomplish, but on the other hand I have no illusions. 
The Communists so far have given every indication of being deter- 
mined to maintain excessive military forces and hence the tensions. I 
see no real sign so far of a fundamental desire on their part to come to 
any solution that would materially change the present picture. Hence, 
we have no alternative except to stay militarily strong and continue 
to improve our military capabilities. 

Mr. CarnaHan. Well, they, of course, you say, are determined to 
maintain their strength. They have a pretty definite intention of es- 
tablishing their pattern throughout the world, do they not? 

Admiral Raprorp. That is their aim. 

Mr. Carnanan. Are we as determined as they are? 

Admiral Raprorp. You are getting a little out of my field. The mil- 
itary contribution to this great problem is to assure a position of 
strength which will give the diplomats on the free world side the time 
that they need to work. Now what can be accomplished in that time 
is something else. 

Chairman Ricuarps. And the atmosphere, too. 

Admiral Raprorp. And the atmosphere. 

Mr. Carnanan. When you spenk of the long pull, do you have any 
suggestion on how long the long pull is? 

Admiral Raprorp. No, I do not, sir. 

I again say that from a military standpoint, we are striving to main- 
tain a situation of strength that will deter the Communists from any 
further overt military action. 

Mr. Cuiperrtetp. Will the gentleman yield? 

Mr. Carnanan. I yield. 

(Discussion off the record.) 

Mr. Carnanan. And then are we to infer from what you say that 
it is not the military that is going to eventually end the tension’ 

Admiral Raprorp. I think so. ' 

I do not want to create a wrong impression here. The military's 
contribution to this problem—and I am talking primarily about 
United States military plans—we advise on the military forces, their 
composition and their size. Our aim is to have adequate military 
forces, United States forces and allied forces, of such strength that 
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the Communist world will feel that they do not have a good chance 
to win an all-out war. 

In other words, they will be deterred from starting any fight. 

(Discussion off the record.) 

Mr. Carnauan. Then, the only thing in the foreseeable future is 
for us to just maintain sufficient strength so that the Communist world 
will not start a war? 

Admiral Raprorp. That is right. Then, of course, other things 
have to happen that are not in my field. We hear today that every- 
thing may not be going too well on the Communist side. They have 
problems, too, and the possibility exists that their internal difficulties 
may cause some change in their attitude, if not a breakdown of their 
system. 

‘Mr. CARNAHAN. Do you believe that if the economic setup through- 
out the world runs strongly against the Communists, that they are 
more likely to resort in a last effort to military conflict ? 

Admiral Raprorp. That generally seems to have been the history 
of dictatorships, I think. 

Mr. CARNAHAN. I have probably used all of my time, Mr. Chairman. 

Chairman Ricuarps. Mrs. Bolton 

Mrs. Bouton. May I pick you up just at that point, Admiral? 

The general history of dictatorships—but this 1s not like the general 
dictatorship. This is something else again, is it not? 

Admiral Raprorp. That is right. 

(Discussion off the record.) 

Mrs. Bouron. I am particularly interested in your again reiterating 
the sense that we must have our strength quite sufficient to deter them 
from going to war. 

There will come a moment when they will control pretty much of 
the fission business, will they not? 

Admiral Raprorp. [Security deletion.] Still it will be necessary 
for us to insure that even in that case of an atomic stalemate, they will 
know no matter how successful a surprise attack might be, that we have 
made our arrangements, our military dispositions, and equipped our 
forces In such a way that a would-be enemy will still receive a very 
elective counterattack. They will have to consider that carefully 
before they start anything. 

Mrs. Bouron. With this attack and counterattack, it would seem 
as though—there is no time limit, is there, on this preparation? Do 
we not have to accept the fact that as long as the present Communist 
government is in charge of the Communist world, that we will have 
to continue, continue, continue, and try and build up. I think the 
question of whether we are as keen as they are is a very intelligent 
one because we have not been able to put into our people, so far as I 
‘an find, the fanatic attitude that they have put into theirs. They 
have made their way of life a religion, our religion is a thing apart. 

but isn’t it a matter of continuing without one moment of letup, 
— doing more to keep those who are still outside the curtain, 
outside ¢ 

Admiral Raprorp. That is right, Mrs. Bolton. There are indi- 

iluals who have assumed that our military aid program would end. 
All I can say is that I see no prospect of anything but a continuation 
of this mutual security program, for an indefinite period in the future. 
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In other words, it probably will be an annual affair, indefinitely, 
just aoa own military ex xpenditures are. 

Mrs. Bourox. Which is important for the actual protection of the 
world. 

Admiral Raprorp. The military part of this program, particularly, 
is a part of our military program in the United States. It could be,a 
I mentioned in my statement, it could be a part of our Defense De- 
partment budget. 

Chairman Ricuarps. Amen, on that. 

Mrs. Boiron. Weallagree. 

Chairman Ricnarps. Why was it not this year ¢ 

Admiral Raprorp. That is just a matter of form as far as I know. 

Chairman Riciarps. I can see some reasons, but I do not think they 
outweigh the reasons on the other side. 

Admiral Raprorp. The way we have been doing it is a good way, too. 

There are the interests of the Foreign Relations and Foreign A ffairs 
Committees in this overseas aid program. That makes it a little differ- 
ent in its treatment from the standard defense budget. I certainly 
feel as though it can be handled efficiently that way. 

I was only trying to point out that from our standpoint, the program 
generates military strength which we need. 

Chairman Ricuarps. The funny thing about the defense part of 
this thing, it has been my experience that if you want to come down 
to the floor of this House and say $50 billion for American troops and 
Air Force and bases abroad and aircraft carriers or anything else for 
our own forces who would be the ones to die in battle, that is O. K., but 
you just put the stamp of a foreign aid bill in a defense matter and we 
get in trouble. 

Mr. Zablocki 

Mr. Zastocki. Thank you, Mr. Chairman. I do not have any 
questions. 

Chairman Ricnarps. Mr. Burleson 

Mr. Burieson. I have no questions, Mr. Chairman, thank you. 

Chairman Ricwarps. Mr. Merrow 

Mr. Merrow. Thank you, Mr. Chairman, I have no questions. 

Chairman Ricuarps. Dr. Judd 

Mr. Jupp. Admiral, it is always good to see and hear you here. 

Admiral Raprorp. Good morning. 

(Discussion off the record. ) 

Mr. Jupp. If we get into a situation that gives us a year or a year 
and a half of time, I have no slightest doubt about America’s ability 
to turn out the stuff. But the kind of situation that it seems we are 
headed into is the possibility of, say, a 3- or 4-week operation, 11 
which one or the other could gain, for example, control of the air and 
have the other at its mercy. Our planes on the drawing board or out 
in the factory simply would not be decisive then. 

Don’t we have to face the possibility of having to construct—even 
if our budget is unbalanced—an awful lot of materiel we may have to 
junk the next year or the second year, in order to have superior strength 
in being when we face this kind of enemy. 

Admiral Raprorp. We do not have to junk equipment right away. 
It can be passed on down for various types of training. {Security 
dloletiats: | For example, you pass airplanes down the line into the 
training establishment or give them to your allies and they are useful 
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in certain sectors of the world. Hence, you really do not have mass 
obsolescence in most categories of military equipment. We do have 
to keep currently active production lines in most equipment. 

(Discussion off the record.) 

Mr. Jupp. Someone was speaking here of why we must continue the 
cold war. I think we have to win the cold war, and win it before they 
are able to start a hot war. If we win the cold war before they dare 
start a hot war, they are then compelled really to change their policy. 
If we do not win it before they have the capacity to start the hot war 
then our winning the cold war would only precipitate the hot war. 
[ think we have to win the cold war—and soon. 

I read a piece in the Washington Post this morning. The writer 
suggests we have to adjust, we have to compromise. He implies it may 
drag on for 20 years. I do not think America will stay at it 20 years. 
The Communists might. I think the free world must win it earlier 
than that or we will loose it. That kind of talk makes me more 
anxious than I have been for a long time. 

Admiral Raprorp. I do not mean to indicate I am in favor of drag- 
ging thison. I merely point out that the military contribution to this 
world situation is to maintain the strength to deter an enemy from 
attack, and to blunt that attack if it comes. This helps our diplomats 
and negotiators. I do not think that you can maintain the status quo. 
You either improve or you go back. But that is not my part of it. 

Mr. Jupp. I know. 

We are going to go to Geneva for a talk at the Summit. I am will- 
ing to bet that what comes out of Geneva is an agreement to talk 
again. Some say it does not hurt anything totalk. But it was during 
the 2 years of talking at Panmunjom that they got the atomic bomb. 
Their tactic is to meet and talk and stall along w ith just enough head- 
way to encourage us to think more talk can resolve it. In the mean- 
time, they get stronger and our side weaker and softer. That thing 
is poison to America. 

Admiral Raprorp. It is because people sometimes get the idea they 
can relax their efforts in other fields. 

Mr. Jupp. Thank you, Admiral. 

You have given the best answers you could be expected to give in 
your position, but it is the larger question that troubles me. 

_ Admiral Raprorp. Well, it troubles me, too. I have an interest in 
it but I haven’t direct responsibility for it. 

Chairman RicHarps. Mr. Hays of Arkansas 

Mr. Hays of Arkansas. Admiral, pursuing this matter of technical 
proficiency by the Russians in the field of engineering, I notice that 
this year the number of engineering gradu: ates just about doubles our 
figures, 

Are you familiar with that? 

Admiral Raprorp. Yes, sir. 

Mr. Hays of Arkansas. To what extent are steps being taken to 
meet this manpower problem? In other words, perhaps 25,000 engi- 
heering graduates in the U nited States, down from 50,000 in 1950. It 
Was 20,000 in 1954, against double that number in Russia. 

Are steps being taken to meet this manpower disparity? Iam talk- 
ing only about technical proficiency in the engineering field. 

‘Admir: al Raprorp. So far as I know, more is being ‘done to convince 
young men and young women that the engineering fields require addi- 
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tional personnel and that there is a great future in those fields, and 
while we strive to increase the engineering interest of our young peo- 
ple we haven’t reached the point where we direct them to go into 
engineering fields. It is still a volunteer proposition. 

Any young man or young woman in high school or anybody who 
san read can see that there is a great opportunity for advancement in 
those fields. 

However, it looks to me as though one of the reasons we have 
a reduced number is simply the fact that the requirements are so stiff, 
not many of them want to take them. 

Whether the comparison by numbers is really an accurate one, I do 
not know. The Communists, of course, just take these youngsters and 
say “You are going to be an engineer, you are going to do this and 
that, and then you are going to work at. it.” 

They will get a certain amount of performance out of individuals 
like that, but they probably won’t get 100 percent, and personally—and 
I think all of us agree—we would hate to go to such a control program. 

Mr. Hays of Arkansas. That doesn’t necessarily mean they are get- 
ting the quality of training, of course, that our technical schools are 
giving, but the Department recognizes that we have a problem, here / 

Admiral Raprorp. Yes, sir. 

Mr. Hays of Arkansas. That is the point. 

Mrs. Bouron. Mr. Chairman, would the gentleman yield for a 
question ? 

Mr. Hays of Arkansas. I yield. 

Mrs. Botron. Wouldn't it seem truly tragic, then, that we have 
practicing engineers taken out of the engineering field and put in 
the line, by the draft? Is there any way that you can think of to 
combat the various methods used to take young engineers from their 
profession ¢ 

Admiral Raprorp. Well, what we were trying to get into this 
Reserve program is a situation where most young men would be 
drafted for their initial service before they took their college program. 

Mrs. Borron. Sometimes things happen that they don’t. 

Admiral Raprorp. That is right. If they are drafted, their services 
are supposed to be utilized. 

Mr. Hays of Arkansas. I have one other short question: Mr. Chi- 
perfield asked about Yugoslavia. 

I assume in addition to your comment that you relate military 
policy to the State Department’s policy decisions, that in addition, 
Yugoslavia’s alliance with Greece and Turkey enters into the 
equation ¢ 

Admiral Raprorp. Yes. 

(Discussion off the record.) 

Mr. Hays of Arkansas. Are you familiar enough with those figures! 

Admiral Raprorp. I am not familiar with the details of this bill. 

Mr. Hays of Arkansas. I could ask the question of someone else. 

Admiral Raprorp. I could say there has been no change in the im- 
portance of that sector of NATO. In other words, the free world 
has not had any excess strength there. 

Mr. Hays of Arkansas. In evaluating the Yugoslavia situation, we 
must take into consideration the impact on Greece and Turkey, in that 
part of the perimeter ? 

Admiral Raprorp. Yes, sir. 
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Mr. Hays of Arkansas. Thank you. 
Chairman Ricwarps. Mr. Jackson 
Mr. Jackson. No questions at this time. 
Chairman Ricuarps. Mrs. Kelly 
Mrs. Ketiy. Thank you, Mr. Chairman. 

Admiral, on the first page you emphasize the importance of co- 
operation among our allies. 

That being so, why have you not been able to stop France from 
aiding the anti-Government forces—the anti-Diem forces in Vietnam ? 

( Discussion off the record. ) 

Mrs. Ketiy. What control have you, Admiral, over the French ? 

Admiral Raprorp. None. 

Mrs. Ketiy. None? 

Admiral Raprorp. I say none, we do have a limited control over 
that. However, the Mutual Security Act of 1954, section 141, states 
that no assistance shall be furnished to any nation unless the President 
shall have found that furnishing such assistance will strengthen the 
security of the United States and promote world peace. So we do have 
some control and could withdraw our support, financial, and other- 
wise. 

Mrs. Ketty. Withdraw support from whom ? 

Admiral Raprorp. We can withdraw it from any country. In the 
case of the French 

Mrs. Ketity. From whom, from the French? 

Admiral Raprorp. Part of that support was to go to France for the 
French Expeditionary Corps. 

Mrs. Kexty. It is my understanding recently that you are giving 
it direct tothe Diem Government. 

Admiral Raprorp. As you know, Mrs. Kelly, after signing of the 
Geneva agreement, all deliveries of MDAP materiel to the French 
Expeditionary and Associated Forces were stopped. France is reduc- 
ing the French Expeditionary Forces and present plans are to reduce 
also the levels of the indigenous forces. The United States is now in- 
ventorying equipment which is excess to needs in Indochina and is 
redistributing this excess to other countries. Now, there is a con- 
tinuing direct forces support program to the French Expeditionary 
Corps. In January 1955, the United States initiated direct forces sup- 
port to the armed forces of Cambodia, Laos, and Vietnam. 

(Diseussion off the record.) 

Chairman Ricuarps. Let me suggest, Mrs. Kelly, if you will formu- 
late your questions and ask Admiral Radford to answer them if he 
can, a little later on. 

Mrs. Ke.tiy. Thank you, Mr. Chairman. I will get a copy made 
up and give it to the Admiral. 

Chairman Ricuarps, I think so. 

Mr. Hays of Ohio, where did you learn your French? Are you 
sure enough about your French ¢ 

Mr. Hays of Ohio. I am sure enough about that paragraph that I 
read, to say that it is accurate. 

_ Chairman Ricuarps. Your time is out, Mrs. Kelly. We will get 
back to you in a little while. 

Mr. LeCompte. 

Mr. LeCompte. Thank you, Mr. Chairman. 
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I just wanted to say to Admiral Radford that we continue to have 
a great deal of pride out in Iowa in the fact that you came up to the 
Naval Academy from Iowa, and we maintain you got such a good 
start out there in the tall corn country. We are very proud of you. 

I have no questions. 

Chairman Ricnarps. Mr. Dodd. 

Mr. Dopp. Thank you, Mr. Chairman. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Radwan. 

Mr. Rapwan. Thank you, Mr. Chairman. 

No questions. 

Chairman Ricuarps. Mr. Hays of Ohio. 

Mr. Hays of Ohio. Admiral, you mentioned in answer, I believe, 
to Mr. Chiperfield’s questions about Y ugoslavia, you made a state- 
ment to the effect that they have a treaty with Greece and Turkey. 
I presume you are familiar with that treaty ? 

Admiral Raprorp. It is a pretty loose coordination. 

Mr. Hays of Ohio. That is what I am getting at. In fact, it is so 
loose that when you boil it down it says if 1 of the 3 is attacked, the 
other 2 will consult with them about it. Isn’t that about it? 

\dmiral Raprorp. I think so. 

Mr. Hays of Ohio. That is not very much to tie to. 

Admiral Raprorp. (Security deletion!. One advantage that I can 
see is that it resulted in planning at the military level between the 
military people in those three countries. 

(Discussion off the record.) 

Mr. Hays of Ohio. I am not as much worried about the Greeks 
and the Turks having illusions as I am about the American people 
having illusions, because ~ Greeks and Turks are pretty realistic 
about conditions in that area. However, we read a statement that— 
for instance, you won't ick iio I trust, but if you would make that 
statement public: “Admiral Radford says they have a treaty,” and 
that is about all the average fellow reads. He thinks that it is an 
iron-clad thing and he thinks these three nations have something 
definite—in faet, that is what I thought when I first read it and now 
I find it doesn’t mean much of anything. That is the thing that 
worries me. 

Another thing. In your prepared statement you mentioned number 
of ground divisions that the Republic of Korea has on active duty and 
then you say— 





the forces of the Republic of China are significant in numbers and have steadily 
been strengthened since 1951. 

Is there any reason why you didn’t mention the number, there? 

Admiral Raprorp. I think there has been publicity given to the 
size of the Korean forces and there hasn’t yet been a definite state- 
ment about Formosa—Commander Johnston says the security review 
people took the number out of the statement. 

Mr. Hays of Ohio. A number of newspapermen, including some 
from my own district in Ohio, have visited Formosa lately and there 
have been a number of stories come out, most of them agreeing that 
Chiang Kai-shek couldn’t defend Formosa without American assist- 
ance. Do you agree with that / 

(Discussion off the record.) 
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Mr. Hays of Ohio. Right there, I wanted to ask one other question 
and that is all. 

One story is that if he got on the mainland, his troops would desert 
wholesale. What do you say to that ? 

Admiral Raprorp. I don’t agree with that. 

Mr. Hays of Ohio. You don’t? 

Admiral Raprorp. No. 

Mr. Jackson. Will the gentleman yield ? 

Mr. Hays of Ohio. Yes. 

Mr. Jackson. With regard to the Balkan Alliance, I think one of 
the greatest assets to us was the closing of the Yugoslav frontier to 
guerrilla operations shortly thereafter, which was costing us many 
millions of dollar a month in added economic support to the Greeks. 
That is one of the practical things, and I think the only practical thing 
that stemmed from the conclusion of that treaty. 

Mr. Hays of Ohio. Let me say I was aware of that. I have been 
up on that Greek frontier and I know a little bit about it and I thimk 
closing that frontier to the Communists is a gain, but the only thing 
I was worried about was this general idea getting abroad that here is 
an ironclad military agreement, which it isn’t at all. 

Mr. Jackson. The terms are precisely those of the United Nations, 
that upon aggression there will be consultation. 

Chairman Ricuarps. Mr. Adair—— 

(Discussion off the record.) 

Mr. Aparr. Thank you, Admiral. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Donovan 

Mr. Donovan. Admiral, I notice in your statement this sentence— 
and, of course, you recall it very well: 

The fact that this part of our program is not included in the Defense Depart- 
ment budget is more a matter of procedure and administration than of substance. 

In the Defense Department budget, if so many millions were set 
aside for aircraft carriers for the Navy, and so many millions more 
for jet planes for the Air Force, that money in the Defense Department 
budget is earmarked, so to speak, so that if the program is discontinued, 
it just lies there. You can’t transfer it to something else. 

Admiral RapForp. That is correct. 

Mr. Donovan. This $1.4 billion that is in this bill is a matter of 
procedure and administration that can be juggled around ? 

Admiral Raprorp. We have considerable leeway. I don’t know 
exactly how much. 

Mr. Donovan. That is all. I have no more questions. 

Chairman Ricwarps. Mr. Prouty 

Mr. Proury. Thank you, Mr. Chairman. 

Admiral, are our allies building up their armed strength now, or 
are they attempting to reduce it? 

Admiral Raprorp. It is a little difficult to generalize. I would say 
that free nations are collectively stronger than anytime in recent years. 
There are certain allies who would build more strength if we would 
give them more aid. 

(Discussion off the record.) 

_ Admiral Raprorp. The size of some allied forces is sometimes 
influenced by the amount of our aid, particularly where the country 
doesn't have resources of its own. 

63245—55——17 
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Mr. Prouty. One more question. I believe that I have seen some. 
where that on June 30, unexpended defense appropriations will amount 
to $48 billion. I think there will be approximately $11 billion of this 
amount unobligated and we’ll have more than $8 billion of unexpended 
funds in this program. 

Now when Mr. Hensel was here last week, if I recall rightly, he 
said something to the effect that a study is now being made to bring 
about an up-to-date picture of the MDAP materiel in various coun. 
tries and to determine definitely and on some realistic basis what was 
needed in those countries—something which apparently it isn’t pos- 
sible to do right now. 

Now if this is true, what would be the effect of authorizing and 
appropriating funds under this bill—I am talking now of military 
funds—but restricting their use until, say, sometime as of next January, 
or until this study has been completed and it is known definitely what 
is required. 

Admiral Raprorp. I would like to say in the first place, the ques- 
tion of. unexpendable balances, not only in this mutual defense field, 
but in the Defense Department budget, itself, is one that, to my 
feeling, causes some misunderstanding. : 

In years past, at some time up until World War IT, the military 
departments received annual appropriations that were in general that 
money which they expected to spend during that current year. 

In other words, if you were going to build a ship, or if you con- 
tracted for airplanes, you received annually from the Congress, author- 
ization to spend the amount of money that you felt you would be 
called upon to pay that year. 

Sometime in the forties, we went to the present system where Con- 
gress appropriates the complete amount of money for a program, even 
though that program is going to run over 3 or 5 years. In other 
words, if you have an aircraft program to build so many fighters 
or so many bombers, even though it will take 3 or 4 years to build 
them, you get in a lump sum from the Congress, all the money for 
that particular program. If you are to build an aircraft carrier, 
Congress appropriates the total amount. Now part of that amount 
is spent each year as the contract progresses, and the balance is carried 
as unexpended. It is unexpended because the bills haven’t actually 
come due. 

Mr. Prouty. Admiral, I think we all understand that. My ques- 
tion was if new funds for the MDA programs were withheld until 
after the completion of the study which Mr. Hensel mentioned, what 
effect would this have on the program ? 

Admiral Raprorp. I did not hear Mr. Hensel, but we have a very 
good idea what we want the funds for and we have a pretty good 
idea—again, there may be a few gaps in it—as to what has happened 
to our equipment. 

(Discussion off the record. ) 

Admiral Raprorp. In the absence of definite information as to 
what Mr. Hensel said, I could not agree with delay. I would say 1t 
would be embarrassing to us if the funds were delayed until after an 
extensive reappraisal is completed. 

Mr. Provry. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Jarman. 

Mr. Jarman. Mr. Chairman. 
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Admiral, my question deals with parts and maintenance for equip- 
ment that we are sending to other countries. I understand from the 
presentation on this bill that a good deal of money will go for that 
purpose in the next fiscal year. ' 

How much are the other countries themselves doing with regard 
to maintenance and spare parts, on equipment that we have been 
sending 

Admiral RapForp. Well, it varies in different countries. In the 
NATO countries and in the countries that have a capability for manu- 
facturing spare parts, we have both encouraged and insisted that they 
achieve the capability of supplying parts themselves. In fact, we 
have been helping them to generate that capability. 

Mr. JarmAN. Has the situation improved much in the NATO area? 

Admiral Raprorp. I would say it is improving very gradually. 

(Discussion off the record.) 

Mr. Jarman. Is there much capability among the countries outside 
of Western Europe and the NATO area ? 

Admiral Raprorp. In Japan, there is a capability. There is a 
limited capability in Formosa. There is practically no capability in 
Southeast Asia, and there is a very limited capability in Turkey and 
the Middle East. I would say that outside of Europe and Japan, 
there is but little indigenous capability. 

Mr. Jarman. Can you foresee that in the next few years, in the 
NATO area, among most of the Western European nations, that they 
will be able to take care of a good part of that financial load, so far as 
the equipment we send over is concerned ¢ 

Admiral Raprorp. They will have the capability, I would say. 
Whether they will appropriate the money out of their own resources, 
is another problem. 

Mr. Jarman. Thank you. 

Mr. Jupp. Mr. Chairman 

Chairman RicHarps. Would you yield just one moment, Mr. Judd ? 

Mr. Byrd. 

(Discussion off the record.) 

Mr. Byrp. I am very glad to hear you say that. I believe this is a 
game we are playing for keeps and I am not of the opinion that we 
must continue to be so soft, and probably in their opinion so naive as 
to continue to let them have equipment and materiel, and then not be 
shown to what use it is going to be put. 

Mr. Chairman, Mr. Judd, I believe, had another question in con- 
nection with Yugoslavia. May I yield to him? 

Mr. Jupp. Never mind now. 

Mr. Byrp. That is all I have. 

Thank you, Mr. Chairman. 

(Discussion off the record.) 

Chairman Ricnarps. Of course, I understand you do not make 
policy. You carry out policy. 

(Discussion off the record. ) 

Chairman Ricaarps. Mr. Vorys. 

Mr, Vorys. Admiral, a group of us were over to the Pentagon in 
Mr. Hensel’s department, studying how they put together the program 
under the sort of New Look they are attempting in establishing a 
better measurement than the so-called force goals. They handed us a 
chart of development, for instance, of the 1957 MDAP program. 
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This was in March. The first item is— 

JCS, Forward to Secretary of Defense, Military Objective, MDAP Objective 
and Recommended Major Combat Force Objectives. 

How did JCS arrive at the major combat force objectives? 

Admiral Raprorp. By studying Communist strength in that par- 
ticular area and setting a goal that would be adequate to meet it. The 
key to all our military planning is found in our national policy as 
set forth by the President and the National Security Council. In 
arriving at our combat force objectives, we took into account a wide 
range of military factors, national objectives, the world situation, 
preparations for the long pull, our improved weapons, collective se- 
curity requirements, future trends and developments, United States 
commitments and risks, and a whole host of other factors. 

Mr. Vorys. This goes on to say how this is then sent out to the uni- 
fied commanders and MAAG’s and tells the rest of the procedure. 

Admiral Raprorp. To see whether it is practical to build. I mean 
we might conclude that we would like to have forces of a-certain size 
generated by a certain country. 

We go out to the man on the spot and say, “Do you think?” ; “Would 
it be practical?” and “Can they generate that much strength?” “Do 
they have the training base?” “Could they maintain equipment in 
that amount ?”—and so forth. 

Mr. Vorys. How big an organization do you have working on this 
program “Recommended Major Combat Force Objectives”? 

Admiral Raprorp. In the Joint Chiefs of Staff organization, differ- 
ent committees help handle it. The Soviet Logistics Committee, and 
the Joint Strategic Plans Committee handle their particular parts 
of it. A good deal of the detail work is done in the services, them- 
selves—the Air Force, the Army, and the Navy. 

One thing we are starting, in the next few weeks, we are adding 
to the Joint Staff a Deputy for Military Assistance Programing. 
A general officer, General Cannon, who will take charge of the details 
of the military-aid program that come in to the Joint Chiefs of Staff. 
He will sort of be the assistant for military aid programs. I recom- 
mended that to the Chiefs and they agreed and I think it will improve 
our contribution. He will work very closely with Mr. Hensel’s office. 

Mr. Vorys. Does JCS contact our MAAG before they arrive at their 
recommendations ¢ 

Admiral Raprorp. The JCS normally does not do business directly 
with the MAAG’s. We deal with the unified commanders. 

Under the Unified Command, General Gruenther deals with all the 
MAAG’s in the European area. 

In the Pacific, CINCPAC has the job in Formosa and the Jot 
Mission in the Philippines, Vietnam, and Thailand. The Joint Chiefs 
do business with General Gruenther and Admiral Stump. 

Chairman Ricnarps. Mrs. Kelly. 

Mrs. Kextiy. Mr. Chairman, I would like wnanimous consent to 
have those questions as part of the record, the confidential evidence 
that I have received regarding the French Government cooperation 
with the anti Diem forces. 

Chairman Ricuarps. They will be available for members of the 
committee. 

Will you furnish answers to those questions, Admiral? 
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Mrs. Keiiy. As soon as they are typed up I will have the staff send 
them to the Admiral. 

Chairman Ricwarps, Without objection they will be submitted to 
the admiral and the answers may be placed in the executive session 
record of the committee. 

Chairman Ricwarps. Mr. Chiperfield. 

Mr. CutperFiELp. Admiral, 1 was very much interested in your 
statement that many times when dictators get into trouble, they may 
voto war. For the benefit of some of the newer members of the com- 
mittee I would like to call attention to what happened in this com- 
mittee. Ambassador Claude Bowers came before this committee in 
July 1939, after he had been Ambassador to Spain. He discussed the 
situation that then existed in Europe. He described Hitler, as a man 
riding a bicycle. If he stopped, he would fall off. He said, “Watch 
for the Nuremburg conferences in the fall.” 

That was in July. He was the one man who came before this com- 
mittee who hit it right square on the nose, and that fall they were 
attacking Poland. 

Sometimes dictators, when they get in trouble, are like a man riding 
a bicycle. They may fall off and may go to war unless they keep on 
going. 

I just make that as a comment. 

Mr. Jupp. Mr. Chairman. 

Chairman Ricwarps. Mr. Judd. 

(Discussion off the record.) 

Mr. Jupp. That is my point. The Russians also have a foreign aid 
program, if you want to call it that. 

Admiral Raprorp. A military assistance program. 

Mr. Jupp. Yes. In the areas that they consider to be the key areas 
they are going a good deal more all-out than we are in this program. 
Isn’t that true 4 

Admiral Raprorp. They must have a tremendous program with 
Communist China. 

Mr. Jupp. Mr. Chairman, we have not had anybody fresh from 
surveying the Formosan situation since January, when the Congress 
and the administration set up its Formosa policy. 

The admiral has been out there recently, and I would like to have 
him spend a few minutes giving his appraisal of that situation for us. 

Mr. Vorys. Hear, hear. 

Chairman Ricuarps. We would like to hear you on that, Admiral. 

I did not want to push you too far. 

Mr. Jupp. I did not want him to get into Admiral Carney’s position. 
He won’t, before this committee, because we don’t talk out of school. 

(Discussion off the record.) 

Mr. Jupp. We were told some months ago by our intelligence 
services that it was their strongest conviction that Communist China 
intended to take Formosa. 

Is that still the estimate of the intelligence services / 

Admiral Raprorp. The Chinese Communists make that flat state- 
ment allthe time. They have never changed their threat. I think they 
are talking about taking it by peaceful means, now, or something like 
that, but they still say they are going to take it. 
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Mr. Jupp. They are being nice enough to hold up and not take 
Formosa by force until we can give it to them without a struggle, js 
that the idea ? . 

Admiral Raprorp. The reason they are not going to take it by force 
is because of the announced United States position and the imme- 
diate availability of United States Naval and Air Force forces to 
counter any attempt. 

Mr. Jupp. Do you interpret the shift in tactics by Chou En-lai to 
the fact that he looked over the 7th Fleet and found out that he 
couldn’t take Formosa; therefore, he has to try to get it by negotiation, 
intrigue, smiling, and guile, since he cannot get it by force? 

Admiral Raprorp. I think he has known all the time that if the 

Jnited States intervened, he would not be able to do it. Some of his 
statements have been deliberately false in that respect. 

I think one thing that made a great impression on him was the pas- 
sage of this joint resolution last January and the unequivocal position 
taken by the Congress of the United States. 

Mr. Jupp. You don’t favor the resolutions introduced in the Senate 
and the speeches made there advocating that we announce right now 
that we are going to give up Quemoy and Matsu? 

Admiral Raprorp. No, Fae a 

Chairman Ricuarps. Are you sending military materials now to 
Matsu and Quemoy ? 

Admiral Raprorp. The Chinese Nationalists are. We furnish mili- 
tary assistance to the Chinese Nationalists on Formosa, and ilhiey in 
turn, in accordance with their own wishes and desires as a sovereign 
nation, send certain materials to Matsu and Quemoy Island groups. 

Chairman Ricuarps. Strengthening it in every way ? 

Admiral Raprorp. Yes, sir. 

(Discussion off the record.) 

Chairman Ricuarps. Mr. Jackson. 

Mr. Jackson. On the matter of Formosa, General, what indications 
are there that additional air bases are under construction on possible 
jumping-off points? I think at this same briefing to which Mr. Judd 
referred we were given certain intelligence information. 

Have there been any recent developments that you think you could 
inform us on as to Communist build-up in that regard? 

Admiral Raprorp. They are continuing, as a matter of priority, to 
build a number of air bases in the general Fukien region across from 
Formosa. They are reconstructing some old Japanese fields and the) 
are building some entirely new fields. When finished, they will have 
the capability of putting considerable air power right across from 
Formos: 

Mr. Jackson. Thank you. 

Chairman Ricnarps. Any further questions before the admiral 
goes ? 

Mr. Zapntocki. Mr. Chairman, may I ask one? 

Chairman Ricuarps. Mr. Zablocki 

Mr. Zastock1. Admiral Radford, you have referred to the amount 
of aid we are now giving Chiang ‘Kai-shek. Naturally you have 
knowledge of the aid we have given him in the past. I am posing 
this question again because Congressman Judd and myself have 10 
the past repeatedly tried to get certain information. We asked Secre- 
tary Stassen some time ago if this committee could have the amount 
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of United States military aid given Chiang Kai-shek while he was 
on the mainland, and since he has been on Formosa. 

Can you jar that information loose in the Pentagon, sir ? 

Admiral Raprorp. I guess so. 

Mr. Zastocki. Will you try? 

Admiral Raprorp. I will try. 

(The information requested is as follows :) 


DEPARTMENT OF DEFENSE 


Hon. CLEMENT J. ZABLOCKI, 
House of Representatives, Washington, D. C. 


Dear Mr. ZABLOCKI: During the hearings on the mutual security program on 
June 13, 1955, you requested information from Admiral Radford as to the 
amount of aid we have given Chiang Kai-shek while he was on the mainland 
and since he has been on Formosa. Dr. Judd subsequently qualified the date 
by setting it as “since 1945.” 

From V-J Day through December 31, 1954, the total of all United States aid 
to China-Taiwan (Formosa) amounted to $2.6 billion. 

Sincerely yours, 
MoNROE LEIGH, 
Assistant General Counsel, International Affairs. 


Mr. Zastocki. That is all, Mr. Chairman. 

Chairman Ricuarps. Mrs. Kelly 

Admiral Raprorp. I do not know how far back—de you mean all 
through World War II? 

Mr. Zastockr. Just far enough back that we can take the politics 
out of Formosa. 

Mr. Jupp. Since 1945. 

Mrs. Kenny. Are any of the United States allies helping to build 
up that’ section of the world for this all-out defense ? 

Admiral Raprorp. Do you mean in the Far East ? 

We have the allies who are recipients of the aid. The Chinese Na- 
tionalists are devoting over half of their budget to military expendi- 
tures. The Koreans are doing all they can. 

If you mean the European allies, I would say no. 
sai Krtity. How about Australia? Is anything being built up 
there ¢ 

Admiral Raprorp. The Australians have materially increased their 
military strength, I would say, since the Korean war started. They 
are modernizing their equipment. 

i Mrs. Keniy. How about the airfields, there? Airfields and air- 
yaSes, 

Admiral Raprorp. In Australia ? 

Mrs. Ketiy. Yes. 

Admiral Raprorp. Yes. 

Mrs. Ketiy. They are building those up, too? 

Admiral Raprorp. They are building up their own military 
strength, 

Mr. Jupp. The Australians sent troops to Singapore, recently, did 
they not? 

Admiral Raprorp. They have made some joint agreement with the 
British to assume part of the responsibility in Malaya. 

Chairman Ricwarps. Thank you, Admiral. We appreciate your 
coming up. Thank you, very much, sir. 

(Whereupon, at 12:15 p. m., the committee adjourned, to recon- 
vene at 2 p. m., the same day.) 
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AFTERNOON SESSION 


The committee met, pursuant to call, in room G-3, United States 
Capitol, at 2:05 p. m., the Honorable James P. Richards (chairman) 
presiding. 

Chairman Ricuarps. The committee will come to order, please. 
We will continue hearings on the amendments to the Mutual Sec rity 
Act. Mr. Hensel has very kindly come up again to finish the testi- 
mony he was giving the other day. You had a certain point where 
you wanted to start, I believe. 


STATEMENT OF HON. H. STRUVE HENSEL, ASSISTANT SECRETARY 
FOR INTERNATIONAL SECURITY AFFAIRS, DEPARTMENT OF 
DEFENSE 


Mr. Henset. I had not explained in detail the nature of these esti- 
mates that we had made to check the overall judgment figure of the 
$1.4 billion. While we made these estimates and we broke ‘them down 
to the specific items, I don’t want to present those items in the thought 
that they are an illustrative program. They are just needs that we 
know. ‘They account for much more than the $1.4 billion. 

As I was leaving, the suggestion was made that maybe a detailed 
explanation of all these items would be unduly boring, and that I 
might just deal with some of the commitments that we felt would 
come due and have to be expended or obligated during fiscal year 
1956. I can either start and tell you how we made the estimates in 
each category, or I can start with the commitments. I can do any- 
thing the committee might wish in that respect. 

Chairman Ricrarps. When you were here before I think the com- 
mittee was particularly interested in how you made the estimates. 
You were talking about estimates at the close of your previous testi- 
mony, I believe. 

Mr. Henseu. I had not gotten to talk about any specific one. I had 
explained the difference between the fact that we made this check to 
determine that the $1.4 billion was conservative, in our opinion. I 
had not specified any particular one. What I would like to do, so that 
you see the way we operate, is to run right through. It is rather 
lengthy. If there is any special one that you want to hear, I can give 
it to you. 

Chairman Ricuarps. I thought, Mr. Secretary, you would probably 
want to take up one particular ¢ case and explain how you proceeded on 
that. 

Mr. Henset. I will let anybody pick the case. . 

Chairman Ricuarps. Go ahead, whichever way you want to do it. 

Mr. Hensex. Let me show you one, and then you can pick another 
one. Administrative expenses is a relatively simple one. What we 
estimated for fiscal 1956 was $24 million. It is not composed of any 
specific dollar authorization. I am sorry that the charts were used 
some other place. 

Chairman Ricnarps. We can turn to page 252 in the book. It wasn't 
exactly the same as your chart here. 

Mr. Henset. The figures are the same. We didn’t have the break- 
down of the various military system commitments. It is not proposed 
that any specific dollar authorization be earmarked for administrative 
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expenses. This separate estimate was made of the MDAP administra- 
tive expenses for fiscal year 1956 just to have a firm idea of one item of 
MDAP expense which will be incurred, in fiscal year 1956. This illus- 
trates the theory we followed throughout. 

First, it should be noted that no previous provision, by authorization 
or appropriation, has been made for MDAP administrative expenses 11: 
fiscal year 1956. Second, it should be noted that administrative ex- 
penses for fiscal year 1956 provide for activities to be carried out in 
fiscal year 1956 in respect of previous authorized programs and cur- 
rent plans. There is no carryover for administrative expenses from 
fiscal year 1955 and no provision has been requested for administration 
beyond fiscal year 1956. Third, the estimate of $24 million for total 
administrative expenses in fiscal year 1956 was in general based on 
actual experience in fiscal year 1955. Additions, modifications, and 
subtractions were made in respect of the amounts expended (part ac- 
tual and part estimated) in fiscal year 1955 to reflect the activity 
changes in fiseal year 1956 which now seem reasonably foreseeable. 
While confirmed on an overall basis, this estimate has been checked 
by an analysis on a country-by-country, office-by-office, and activity- 
by-activity basis. Full details of each such analysis can be presented. 

To summarize very briefly, it is now estimated that there will be 
some reductions in fiscal year 1956 administrative expenses—as com- 
pared with fiscal year 1955—in most of Europe and Latin America 
but substantial increases in Germany, in the Far Eastern and Pacific 
areas, and in the Middle East. As a result of the admission of the 
Federal Republic of Germany into NATO, a new military advisory 
group will be established in Germany. The administrative MDAP 
expense burden in Korea for fiscal year 1956 will be transferred from 
the Army budget to MDAP 

(Discussion off the record.) 

Mr. Hensex. On the basis of such estimates and analytical check, 
it is believed that MDAP administrative expenses to be incurred in 
fiscal year 1956 will approximate $24 million. 

I should call your attention to this fact, that the total administrative 
expenses incurred by the Department of Defense in the planning, 
supervising, and carrying out of the mutual defense assistance pro- 
gram are not, however, all paid out of MDAP funds. As a matter 
of fact, it is estimated that only between 30 percent and 40 percent 
of total MDAP administration expenses are A an against MDAP 
funds. A large portion of MDAP administrative expenses is paid by 
the military departments out of their respective military appropria- 
tions; for example, the pay and statutory allowances of United States 
military administrative personnel in the field and in Washington, ap- 
proximately one-half of the travel expenses involved in changes of 
station by military personnel (unless such travel expenses can be paid 
out of MDAP local currencies when MDAP pays all that can be paid 
with such local currencies), the cost of automobiles, and the medical 
expenses of military personnel and their dependents. In addition to 
the MDAP administrative expenses paid by the military departments, 
substantial additional portions are paid, or services and facilities fur- 
nished without charge, by the respective countries in which our 
MAAGS are stationed. These country contributions vary widely ac- 
cording to the provisions of the respective bilateral agreements exe- 
cuted with such countries. It is only the remaining balance of the 
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administrative expenses in connection with MDAP which are paid out 
of MDAP appropriations and are reflected in the estimate just given 
for fiscal year 1956. 

Even to the extent such administrative expenses are so paid from 
MDAP funds, they are not covered by a separately identified appro- 
priation but are paid out of general MDAP funds. Congress has 
sought to exercise some control over this portion of MDAP admin- 
istrative expenses by setting a top limit beyond which MDAP funds 
may not be obligated in any fiscal year for MDAP administrative 
expenses. Such control, since applicable to only a portion of MDAP 
expenses, is neither effective nor particularly troublesome. For fiscal 
year 1955, the ceiling set in the MDAP appropriation statutes for 
MDAP administrative expenses chargeable against MDAP was 
$23,250,000, and actual obligations in that category are estimated 
(actual through January 31, 1955, estimated down through June 30) 
to be $21,400,000. : 

MDAP administrative expenses paid out of the mutual defense 
assistance program funds since fiscal year 1951 have been as follows: 

Expenditures Expenditures 
Fiscal year 1951 $19, 565, 068 | Fiscal year 1954 16, 456, 302 
Fiscal year 1952_________ 33, 074, 840 | Fiscal year 1955 17, 500, 000 
Fiscal year 1953 13, 915, 722 

These are actual expenditures and not obligations. The obligation 
is $21 million in 1955. 

The foregoing explanations and estimates relate solely to the mili- 
tary assistance portion of MDAP and include no provision for the cost 
of administration of direct forces support which has hitherto been 
administered by FOA. 

In fiscal year 1956, it is expected the Department of Defense will 
bear the administrative and operational expenses of the direct forces 
support program for which authorizations and appropriations have 
been requested in the amount of $317,200.000. Administrative and 
operational expenses for direct forces support under the FOA admin- 
istration were not separately accounted for but were paid as integral 
parts of the respective program costs. It is, therefore, ussumed that 
these administrative and operational expenses will continue to be 
charged to the direct forces support program when this program has 
been transferred to the Department of Defense. Therefore, no allow- 
ance has been made in this estimate for such costs. If, however, a 
ceiling on the administrative and operational expenses of the military 
assistance program including the administrative expenses of the direct 
forces support program is set in the authorization or appropriation 
bills, the ceiling should be set sufficiently high to cover the additional 
costs of administering and operating the direct forces support pro- 
gram. 

That gives you the basis of our estimate for the $24 million admin- 
istrative expenses. If you want to ask any questions, I can stop now 
or I can go on and talk to you about the maintenance and spare parts 
problem. 

Chairman Ricnarps. Mrs. Kelly. 

Mrs. Ketiy. Is this an increase over other years, this $24 million‘ 
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Mr. Henset. Yes, we expect it to be because of the increases that 
I mentioned in Germany, where we have never had one, in Korea, 
where we will have a transfer from the Army to us. 

Whether I can tell you honestly there is going to be an actual overall 
increase in expense, when you consider all the items that are not 
included in this particular estimate, I am not sure. So far as this par- 
ticular estimate is concerned, we will have to bear expenses that we 
haven’t previously been bearing. 

(Discussion off the record.) 

Chairman Ricuarps. I suggest that you go on to maintenance and 
spare parts, 

Mr. Henset. The estimate for maintenance and spare parts is $274 
million. I should call your attention to the fact that $151 million for 
spare parts is also provided for in connection with these military- 
assistance commitments. 

Since the whole thing, the $274 million that is definitely mainte- 
nance and spare parts outside the commitments, and the $151 million 
that is maintenance and spare parts inside the commitments, were 
calculated in the same manner, I hope the narrative explanation will 
apply to $425 million maintenance and spare parts, that you will find 
asplit in the figures. 

As I say, if previously delivered and to be delivered equipment is 
to be maintained and utilized in fiscal year 1956, it is estimated that 
expenses should be incurred in fiscal year 1956 in that respect totaling 
$425.2 million. Such estimate of requirements in fiscal year 1956 for 
maintenance and spare parts was made on a country basis by the 
MAAG?’s in the field and reviewed by the respective military depart- 
ments. No previous provision, except as subsequently noted for 
aircraft spares, has been made for such items. 

(Discussion off the record.) 

Mr. Hensex. $157.6 million of the above estimate covers training 
ammunition. The remaining $267.6 million is intended to meet re- 
quirements for spare parts, major ship overhaul and aircraft 
engineering changes. 

In this check of operating expenses to be incurred in fiscal year 
1956 as a justification for the total $1.4 billion for which authorization 
is here requested, $151 million of the above estimate of the fiscal year 
1956 maintenance and spare parts requirements are also involved in 
commitments to certain of our allies. [Security deletion.] For tabu- 
lation purposes, this $151 million for maintenance and spare parts 
‘security deletion] is shown under those country headings and the 
total estimate of $425.2 million is appropriately reduced to $274.2 
million for listing under this heading. 

(Discussion off the record.) 

Mr. Hensex. In January 1955 a Department of Defense policy-guid- 
ance memorandum directed that the objectives of the United States 
should be to shift, as soon as practicable, to recipient countries the 
complete financial responsibility for provision of spare parts for all 
equipment provided through MDAP. 

_ IT would like to put that memorandum in the record at this point, 
inorder that you might have it. 

Chairman Ricuarps. That will be done at this point. 
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(The document referred to ts as follows :) 


Orrick OF THE ASSISTANT SECRETARY OF DEFENSE, 
Washington, D. C., January 21, 1955, 


Memorandum for: (See Distribution List). 
Subject: Spare Parts Policy. 


SECTION I. PURPOSE 


It is the objective of the United States to have recipient countries assume con- 
plete financial responsibility at the earliest possible date for provision of spare 
parts for all equipment provided through MDAP. The purpose of this memoran- 
dum is to establish policy and procedures as outlined below which will insure an 
orderly and workable transfer of this responsibility from the United States to 
recipient countries. This policy in no way affects the furnishing of spare parts 
through reimbursable aid to the extent that they are available from United States 
sources. 

SECTION IL. GENERAL PRINCIPLES AND PROCEDURES 


1. Present adoption of this policy on a world-wide basis and across the board 
at this time is impracticable. However, implementation at the earliest prac- 
ticable date or dates on a country-by-country basis by item, category and service 
is contemplated. Accordingly, each MAAG chief, in coordination with other 
elements of the country team, will forthwith to the extent practicable and there- 
after from time to time, recommend cut-off dates by service, item and category, 
and will submit such recommendations to the commanders of unified commands 
where appropriate for review and forwarding to the Office of the Secretary of De- 
fense, with copies to the Executive Agency. The Department of Defense will 
announce the respective cutoff dates to recipient countries through channels 
as the Department of Defense shall determine. The commanders of United States 
overseas unified commands will supervise and coordinate the implementation 
of this policy within their respective geographic areas. In respect of areas for 
which no unified command is designated, the respective Executive Agencies, shall 
have the responsibilities assigned to commanders of unified commands. 

2. In order to accelerate the transfer of such responsibility to produce or pur- 
chase spare parts to the recipient countries, all programs, requisitions and pro- 
curement plans for spare parts should be critically reviewed by the MAAG chiefs 
in consultation with the country teams, and by the respective commanders of 
unified commands to make certain that adequate weight is given to: 

(a) The eapability, present and future, of each recipient nation to produce 
or purchase out of its own resources the requisite spare part; and 

(b) The relative priority of supply of spare parts with respect to other vali- 
dated MDAP requirements. 

3. Spare parts included in MPA programs will not exceed the quantities stated 
to be the maximum permissible under the programing policy outlined in para- 
graph 5 below. 

4. The respective recommendations and final decisions on cutoff dates will be 
based on consideration of indigenous and other sources, the economic and 
financial capabilities of the country, the effect on force goals, the effect on combat 
effectiveness, and information supplied by the Military Departments. The proc- 
ess will be comparable to the screening of country defficiency lists, but should 
be on a continuing review basis in order to: 

(a) Impress upon the country the importance which the United States Govern- 
ment attaches to the attainment of self-sufficiency in maintenance; and 

(b) To give the country adequate lead time for procurement. 

(c) Avoid programing through MDAP spare parts obtainable by the country 
from indigenous sources or by purchase abroad or in the United States. 

5. The future programing of spare parts will be subject to the following com- 
siderations: 

(a) All programs for the provision of spare parts will obviously be subject t0 
the availability of funds. 

(b) The United States will not, except for most compelling reasons, program t0 
provide spare parts for items of foreign design and manufacture procured off- 
shore’ beyond the initial supply furnished or agreed to be furnished with the 
respective items. 

(c) In the event that a recipient country is unable to provide through its ow! 
resources, including procurement through reimbursable assistance, the spare 
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parts required to maintain combat effectiveness of United States type equipment 
delivered or programed for such country, the United States programs for MDAP 
will, nevertheless, be limited as indicated below : 

(1) For Equipment No Longer in Use by U. 8S. Forces.—The United States will 
not provide spare parts beyond the estimated life of such equipment. Such 
programs will be further limited by the extent of the available stocks, the 
extent to which spare parts can be economically procured from existing pro- 
duction facilities, and the availability of primary items for cannibalization. 

(2) Limited Standard Types Being Phased Out of United States Units.—The 
United States will not provide spare parts beyond the estimated life of the 
equipment, 

(3) For modern Types, Standard Items.—The United States will not provide 
spare parts to maintain supply levels for such types beyond either (@) a one- 
year level of spare parts at peace-time usage rates; or (b) a three month level 
of spare parts at U. S. approved combat rates, whichever is greater. 

6. The future procurement of spare parts for the Mutual Defense Assistance 
Program will be subject to the considerations and restrictions set forth above 
and the further restrictions and considerations with respect to the types of 
equipment and procurement indicated below. 

(a) For equipment No Longer in Use by U. S. Forces.—No procurement will 
be funded by the United States. 

(b) Limited Standard Types Being Phased Out of United States Units —The 
United States may initiate procurement when required to balance stocks to 
meet requirements described in paragraph 5 (c) (2) above. Where feasible, 
procurement will be offshore procurement at competitive prices and concen- 
trated on the high mortality items. When United States production stops, each 
Military Department will explore the practicability of providing jigs, fixtures, 
etc., to foreign countries to be utilized for production in the mutual interest. 

(c) For Modern Types, Standard Items.—Spare parts for such equipment 
manufactured in the United States normally should be available in the United 
States. However, such parts may be procured offshore in order to develop 
sources for continued maintenance, provided offshore procurement does not 
involve uneconomical tooling or manufacturing operations. Particular attention 
should be devoted wherever feasible to developing offshore procurement sources 
for high mortality type items. 

(d) Offshore Procurement in Addition to OSP Approved in Accordance with 
Subparagraphs 5 (b) and (c).—Spare parts furnished by the United States for 
primary items procured offshore should be procured offshore; however, only in 
exceptional circumstances will procurement beyond initial supply be undertaken. 


SECTION. III. COORDINATION WITH NATO PLANNING 


Within the NATO area, the establishment of spare parts cutoff dates and the 
announcement thereof to the affected countries will be coordinated with the 
Defense Adviser, USRO. The Defense Adviser, USRO, shall give full consid- 
eration to the studies and recommendations of the International Staff and the 
NATO Defense Production Committee, provided they are received in time, in 
formulating his recommendations on the time and manner in which this directive 
is to be implemented. 

H. StTruve HENSEL. 

DISTRIBUTION LIST 

Defense Adviser, USRO 

Commander-in-Chief, U. S. European Command 

Commander-in-Chief, Far East Command 
Commander-in-Chief, Pacific Command 

Commander-in-Chief, Caribbean Command 
Chief, MAAG (Belgium), % American Embassy, Brussels, Belgium 
‘hief, MAAG (Denmark), APO 170, New York, New York 

‘hief, MAAG (Ethiopia), % American Embassy, Addis Ababa, Ethiopia 
‘hief, MAAG (Formosa), APO 683, San Francisco, California 

‘hiet, MAAG (France), APO 230, New York, New York 

‘hief, JUSMAG (Greece), APO 206, New York, New York 

pre MAAG (Indochina), % American Legation, Saigon, Vietnam, Indo- 

china 
‘hief, MAAG (Tran), APO 205, New York, New York 
‘hief, MAAG (Iraq), % American Embassy, Baghdad, Iraq 
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Chief, MAAG (Italy), APO 794, New York, New York 
Chief, MAAG (Japan), % US Army Attache, APO 500, San Francisco, 
California 


Chief, MAAG (Netherlands), % American Embassy, The Hague, Netherlands 
Chief, MAAG (Norway), APO 85, New York, New York 

Chief, MAAG (Pakistan), % American Embassy, Karachi, Pakistan 
Chief, JUSMAG (Philippines), APO 928, San Francisco, California 
Chief, MAAG (Portugal), % American Embassy, Lisbon, Portugal 

Chief, MAAG (Spain), APO 285, New York, New York 

Chief, JUSMAG (Thailand), % American Embassy, Bangkok, Thailand 
Chief, JAMMAT, APO 206-A, New York, New York 

Chief, MAAG (UK), US Navy 100, Fleet Post Office, New York, New York 
Chief, AMAY (Yugoslaiva), % American Embassy, Belgrade, Yugoslavia 
Chief, MAAG (Brazil), APO 676, New York, New York 

Chief, MAAG (Chile), % US Embassy, Santiago, Chile 

Chief, MAAG (Colombia), % US Embassy, Bogota, Colombia 

Chief, MAAG (Cuba), % US Embassy, Havana, Cuba 

Chief, MAAG (Dom. Republic), % US Embassy, Ciudad Trujillo, Dom. Rep 
Chief, MAAG (Ecuador) % US Embassy, Quito, Ecuador 

Chief, MAAG (Honduras), % US Embassy, Tegucigalpa, Honduras 

Chief, MAAG (Nicaragua), % US Embassy, Mangua, Nicaragua 

Chief, MAAG (Peru), % US Embassy, Lima, Peru 

Mr. Hensev. Immediate application of such policy on a worldwide 
basis and across the board is not possible. The development of an 
orderly and workable method of effecting this transfer of responsi- 
bility will take some time. Studies are now being made to hasten 
the times when the recipient countries can assume the burden of pro- 
ducing or purchasing the spare parts needed by them. Some coun- 
tries will not, however, be able to assume that burden for many years. 

I am thinking of the nonindustrial countries where you c: in’t hope 
they will be able to do it. The separate service estimates for mainte- 
nance and spare parts may be further summarized on an area basis 
starting with the Army, as follows: 

Total Army estimates for maintenance and spare parts: The Army 
training ammunition and spare-parts requirements in fiscal year 1956 
were estimated with reference to recipient world areas as follows: 

[Security deletion. } 

Mr. Hensex. How did we calculate the Army training ammunition 
of $108.9 million ? 

Army training ammunition requirements in fiscal year 1956 were 
estimated by first calculating an assumed number of rounds allotted 
for each trainee or crew served weapon per year and multiplying that 
by the number of weapons in use on a country basis. The number of 
rounds per weapon thus estimated was based on an anticipated coun- 
try fiscal year 1956 usage determined on a country-by-country basis 
by consultation between representatives of the recipient country and 
members of the United States MAAG. The number of rounds per 
weapon thus allotted does not, in any instance, exceed the rounds per 
weapon allowed for training United States personnel. 

In preparing estimates of training ammunition needs, the country 
calculations prepared as above were, in general, further adjusted to 
cover the use in fiscal year 1956 of any estimated excesses in combat 
reserves in the countries concerned. 

We made them pull out of the combat reserves if there were any 
excesses before we provided any ammunition. Combat ammunition 
reserves have been established on a country or area basis, This con 
bat reserve ammunition level varies among countries and areas be- 
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tween 30 and 90 days estimated combat usage. It is different in almost 
every country. 

(Discussion off the record.) 

Mr. Hensew. I can get you a list of each individual country. 

( Discussion off the record. ) 

Mr. Hensex. Major training ammunition estimates in the Near East, 
Africa, and South Asia area cover the needs of Greece and Turkey. 
Sometimes Greece and Turkey are considered in Europe. Gruenther 
considers them in Europe because they are in NATO planning, whereas 
in the statutes you consider them in the Near East. The State De- 
partment puts them in the Near East. Very frankly, we think it is in 
Europe, except when it comes to this statute, but then it is put in the 
Near Kast. 

( Discussion off the record.) 

Mr. Hensev. I mention all these things to emphasize again and 
again What, in my opinion, is the conservatism of this estimate of $1.4 
billion. 

( Discussion off the record. ) 

Mr. Hensex. For the sake of this estimate, in justifying the $1.4 
billion, we wanted to err on the conservative side and we cut it down. 

Turning to Army spare parts, in the initial stages of the MDA pro- 
grams, the Army estimated requirements for spare parts were based 
on the amounts of equipment supported and the United States usage 
rates. As time passed and experience developed, it was learned that 
these estimates were high and that estimates could be made more accu- 
rately by reducing the United States usage rates by certain experience 
factors. In the past 2 years, the Army has based its forward estimates 
of spare parts on the previous year’s country requisitions modified to 
provide for the additional equipment that was to be delivered in the 
coming fiscal year and then reduced, as appropriate, to take account of 
stocks on hand and the individual country’s increased capability to pro- 
vide such spares from its own resources. 

I think in that manner we took care of all the factors to be consid- 
ered, and did it on a country basis. 

This estimated requirement on a country basis was first made by the 
respective country MAAG’s and checked in Washington against coun- 
try team assessments made in 1955. The continued availability of the 
bulk shipments of spare parts completed in 1954 was taken into account 
inthe estimates at the MAAG levels. 

I might say there was a heavy estimate of the spare parts to the vari- 
ous countries just in bulk and without any particular regard for needs 
or anything made in 1954. We have endeavored to keep track of it 
and endeavored to force the using up of that before we put in any 
hore spare parts. 

( Discussion off the record.) 

Mr. Hensex. Navy spare parts: The Navy believes that there should 
be an adequate onboard allowance of spare parts for each ship, in 
addition to adequate backup spares ashore in amounts not to exceed 1 
year’s United States peacetime usage rates. In general, the Navy esti- 
mates of spare parts needs for fiscal year 1956 were based on such 
concepts but on annual usage rates derived from prior year MAAG 
requisitions. 

We accept the principle but cut down on the usage rate. 

(Discussion off the record. ) 
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Mr. Hensev. Included in the Navy maintenance and spare parts es- 
timate is an amount for certain major ship overhaul projects scheduled 
for fiscal year 1956, the estimate being based on the record of standard 
costs per ship overhaul developed over many years’ experience. Yo) 
can’t foresee that exactly and have to go on past experience. 

The vessels involved are all ex-United States vessels and the over- 
haul in question will be done in United States yards. The records of 
United States experienced costs were, therefore, deemed reasonable 
for this estimate. We have some basis for past experience 

Mr. Vorys. Can you use that information about overhaul in United 
States yards i in the published report, because we have quite a number 
of our brethren in the House who are interested. 

Mr. Henset. I see no reason why you can’t say the extent that ves- 
sels in MDAP are being overhauled. You don’t have to give the 
amount. 

Mr. Vorys. They will all be overhauled in United States yards. 
That will comfort some of our people. 

Mr. Henset. Yes. You have to make this exception, certain pre- 
paratory measures which can be accomplished locally, and transit to 
and from the overhaul points, are not included as costs to the United 
States in these projects. 

(Discussion off the record. ) 

Mr. Hensev. They are different types of destroyers. 

The total Air Force estimates for maintenance and spare parts: 
Air Force requirements were estimated with respect to recipient areas. 
as follows. [security deletion ]. 

Mr. Hensev. I might say those are engineering changes. You re- 
member I said we were not making in our estimates any estimate that 
you would need spare parts in those airplanes in 1956 on the assump- 
tion that enough spares were delivered with the airplane. 

Mr. Vorys. Could you give us a quick example of an engineering 
change’? Would that be to bri ing an F-86—B up to an 86-D, or some- 
thing like that ? 

Mr. Henset. Mr. Vorys, I will ask one of my Air Force officers to 
give you more specific illustrations. I understand it has been our ex- 
perience no matter how long the airplane is in use that there is almost 
a continuous series of air plane changes, not to change the type but to 
make this more or less tailored gadget’ work, whether rerouting fuel 
transmission, changing wiring or something else. It just never seems 
tostop. I don’t know why it doesn’t. 

Mr. Vorys. Out at the North American plant which is in my dis- 
trict, they have a name for the papers they send out, where they find 
that the placement of a fuel tank or line adds safety or convenience, 
and so forth, and then they have briefing papers, or something they 
circulate to all their aire raft? Is it that type of thing? 

Mr. Henset. It is that type, plus things that they find out in the 
individual plane. I am told that no matter how long you have the 
plane in service—take a DC-—3, which has been in service since it was 
started, that they will have an engineering change on it next year just 
as sure as the DC-3 is there. They don’t seem to be able to lick it. 
There is no time when they can say, “I have the model frozen.” 

As to the Air Force training ammunition: Air Force training am- 
munition requirements are initially estimated by the country MAAG’s 
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on the United States rates, and then scaled down by such MAAG’s, by 
factors which are developed from the previous usage rates of the in- 
dividual countries involved. 

Air Force engineering changes: The Air Force estimates that suf- 
ficient spare parts have been included in prior-year programs to per- 
nit the exclusion of any separate spare parts estimate for fiscal year 
1956. 

The Air Force has learned, however, through years of experience 
that all aircraft types continuously need engineering improvement 
changes. This is true even with respect to thoroughly proven aircraft 
which have been flown for as long as 15 years. ‘To meet this need, the 
Air Force estimated that fiscal year 1956 will produce its share of the 
inevitable aircraft engineering changes which will be generated in that 
year as a result of day. -to-day flight operations. 

Due to an inability to predict the precise nature of the specific de- 
fects which will require correction during fiscal year 1956, the money 
estimated for such engineering changes in fiscal year 1956 has been 
calculated on the assumption that new requirements for engineering 
changes in that year will be the same percentage of the cost new of 
the equipment to be in service in fiscal year 1956, as such changes per 
type of plane were in prior years. These corrective m: Lintenance costs 
vary somewhat per type of plane but over past years they have aver- 
aged slightly over 2 percent of the production costs of the aircraft in 
the active inventory during that period. An overall average percent- 
age of 2 percent was, therefore, applied to the MDAP delivered planes 
on a country basis to estimate the maintenance cost for this item in 
fiscal year 1956. 

There, in brief—we can give you any detail you want—is the ap- 
proach we made to this estimate in trying to test 

Chairman Ricuarps. Mrs. Kelly wanted to ask you something on 
that. 

Mrs. Ketiy. Mr. Secretary, in locking over the report for Turkey, 
you mentioned two submarines. Are those 2, two of the 4 that were 
programed back in 1950 which are now being delivered? If you look 
on page 127, it shows four submarines as of 1950. You carry that over, 
and they are just being delivered ¢ 

Mr. Henseu. I am sure they are not the ones just being delivered. 

Mrs. Ketiy. There are four there. Are those the same two? And 
the same question applies to the aircraft. 

Mr. Hensex. I am told it applies to the two delivered more than 
1’ months ago. 

(Discussion off the record.) 

Ron Hensev. Let me answer the submarine one. Up to January 

|, four were delivered and we have no more planned. 

ee Ketiy. They were programed in 19504 

Mr. Hensex. I can’t tell you when they were included in the 1950-54 
programs. I can’t tell you just in which year. I can find out. 

( Discussion off the record.) 

Mrs. Keriy. In other words, you are just getting delivery of those 
programs ? 

( Discussion off the record.) 

Chairman Ricuarps. Will you proceed, sir / 


63245—55. 18 
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Mr. Hensev. The next item for which we made an estimate—the 
chart is on the wall—I am in this dilemma. I will not be able to get 
through all the discussion this afternoon 

Chairman Ricuarps. We have two witnesses this afternoon. 

Mr. Hensext. Does anybody want to test out the manner in which 
we made these estimates, because all I think you can get from 
this, is the fact that we think we justified the $1.4 billion carefully and 
that our needs are much greater than the $1.4 billion. 

Is there any particular one that you want to hear? if I took it up 
in order, the next one on my list is the training. I can tell you how 
we calculated the $90.1 million. 

(Discussion off the record.) 

Chairman Ricnarps. It does not refer to training ? 

Mr. Vorys. I am suggesting we just skip past that for the time being. 

Chairman Ricnarps. Will you insert those statements in the record 
at this point 4 

Mr. Hensev. All right. 

(A classified statement was subsequently furnished the committee 
by the Department of Defense. ) 

Chairman Ricwarps. You will come down to commitments? 

Mr. Hensext. Yes. I think you are familiar with the international 
headquarters. That is $5.5 million. 

Chairman Ricnarps. Somebody might want to ask some questions 
on infrastructure. 

Mr. Vorys. That doesn’t belong in here this year. 

Mr. Henset. It belongs in there from the appropriation angle. We 
made this up to go all the way through. So far as authorization is 


concerned, you have covered the 122, but I included it with the full 
description so that if you wanted to ask a question on it, fine. 
If I may, I will put that in the record. 
Chairman Ricuarps. It will be inserted in the record at this point. 
(The matter referred to is as follows :) 


NATO INFRASTRUCTURE—TOTAL ESTIMATE FOR FISCAL YEAR 1956, 
$122 MILLION 


Infrastructure is the term used for the fixed military facilities, such as airfields, 
fuel distribution facilities, naval fleet bases, telecommunications, electronic wart- 
ing systems, war headquarters, and other installations needed to support effective 
combat operations by the integrated NATO forces under the command of the 
Supreme Allied Commander Europe and Supreme Allied Commander Atlantic. 

The aggregate cost of infrastructure is shared among the NATO nations in 
percentages fixed by agreement in the North Atlantic Council. The percentages 
shown by the United States have varied from annual program to annual pro- 
gram, which have been called slices, as follows: 

United States 
percentage net 
Annual Programs: of taxes 


Q9 
40 
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The exact percentage paid by the United States in any 1 fiscal year is a compos- 
ite percentage because the payments made in the various fiscal years are not 
always in respect of projects in a single slice but usually in respect of projects 
programed under a number of slices. The percentage applied to each project de- 
pends upon the slice as a part of which such project was programed. When all 
7 slices are completed the percentage of the aggregate paid by the United States 
should approximate 35 percent. This average calculation is based on a zero 
contribution by the United States with respect to the first slice. 

Prior to April 1953, each annual infrastructure program increment, or slice, 
was prepared and financed as a separate program. In order to avoid annual cost- 
sharing negotiations which had been long and difficult, the North Atlantic Coun- 
cil, in April 1953, agreed on an overall infrastructure program for the years 1954 
through 1956, both inclusive, up to a maximum amount of $700 million, which 
was the estimated cost of infrastructure requirements during that period. The 
United States share of this total infrastructure cost on the therein agreed per- 
centages is $800 million. 

This 3-year program of not-to-exceed $700 million will, when added to the pro- 
grams previously approved (approximately $1.3 billion), bring the total cost of 
NATO infrastructure programs through 1956 to approximately $2 billion. Of 
this overall infrastructure total, the United States agreed percentage contribu- 
tion will not exceed $780 million. A contribution by the United States to infra- 
structure up to that amount ($780 million) has already been authorized by the 
Congress (see Mutual Security Act of 1954, sec. 104 (a) ). 

Infrastructure is programed under NATO planning, screening, and other pro- 
cedures designed to limit authorized programs to essential projects. Expendi- 
tures under approved programs are made under strict NATO supervision. In 
the iirst instance, the supreme commanders forward to the NATO Standing 
Group their estimates of their minimum requirements for their activities. The 
Standing Group screens such estimates from a strategic point of view. The 
North Atlantic Council further reviews the proposed projects in an effort to 
insure that maximum economy is obtained, that existing military and civilian 
facilities are utilized to the maximum, and that construction standards are 
austere, 

Actual construction of each project is the responsibility of the nation in whose 
territory such project is located. The responsible nation, however, may not let 
coutracts without receiving prior approval of the North Atlantic Council Pay- 
ments-Progress Committee on which each nation is represented. The respective 
countries must submit detailed engineering cost estimates in order to obtain au- 
thorization to let contracts. Even after projects have received Payments- 
Progress Committee approval, they are inspected by teams representing the NATO 
military commanders and the NATO International Staff, as well as the nations 
concerned. All infrastructure accounts are audited by an International Board 
of Auditors on which the United States is represented. 

(Norge.—All infrastructure programs are developed by calendar years and 
priced in pounds sterling. The pounds sterling have been converted to dollars 
ut the rate of $2.80 per pound sterling.) 

lhe estimates for infrastructure for fiscal year 1956 have been made by the 
Department of Defense Comptrollers staff in Paris after consultation with the 
NATO International Staff. An overall list of projects approved by the NATO 
Council was examined and an estimate made as above indicated in Paris as to 
the projects which it was believed in Paris would be obligated during the United 
States fiscal year 1956 and as to the respective amounts needed from the United 
States (as its agreed percentage share) for such projects. Such estimates were 
screened generally in the Department of Defense. 

In this manner, it was estimated that the United States should during its fiscal 
year 1956 be prepared to obligate for infrastructure $112.6 million. Based on cur- 
rent estimates and without any adjustment for overprograming in fiscal year 
1955, there might be available from fiscal year 1955 infrastructure funds $15 
million, thus making the net requirement of new obligational authority for fiscal 
year 1956 the net sum of $97.6 million. By experience, however, it has been 
found desirable to add a safety factor of 25 percent ($24.4 million) of such net 
hgure to allow for approved projects not included in our estimates but which 
for reasons now unforeseen may have to be started in fiscal year 1956. 
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The $122 million estimated for infrastructure in fiscal year 1956 may be 


explained in tabular form, as follows: 
Millions 


$150, 0 
111.6 


Unobligated carryover 39.0 
99 7 


NOA requested for fiscal year 1955 122.7 
NOA approved 100.0 
1954 unobligated carryover reappropriated 39.0 


18.9 


Estimated fiscal year 1956 requirements__---.__--_-----~--.-------_- 
Less, carry forward from fiscal year 1955. 


Additional funds estimated for fiscal year 1956 
Plus 25 percent for safety factor 244 


Total net estimate of needs for fiscal year 1956 122. 0 


The United States contributions to infrastructure, actual for ‘fiscal years 1952 
through 1954, and estimated to the end of the aggregate program approved by the 
North Atlantic Council in April 1953, may be summarized as follows 





| Obligated Expended 


Appro- 


Authorized priated 


1 220 169 | 169 15 
140 140 82 
2150 114.9 | 103.9 
2100 | 3120.1 3118.9 

A a de OP GIA I A EIR RES ish tn” 8 SE . ad 559 544 Ok 321.1 
1956 (estimated) ; . 122 | 3112.6 | 3913.4 
1957 (estimated) __- s i ae 99 | 4123.4 $945.4 
780 | 780 | 780 











| ee eR A ae 











! Includes $51 million for United States national construction. When this $51 million is deducted, tota! 
authorization for infrastructure is $780 million. 

? Of this amount $39 million was reappropri:z ated from fiscal year 1954 to fiscal year 1955 and the new 
appropriation requested for fiscal year 1955 was reduced from $122.7 million to $100 million. Theret 
$139 million was actually made available for fiscal year 1955 to tz uke | care of the United States contributio ior 


to infrastructure in that year. 
3 Estimated. 
‘ Estimated after 1956. 

(Discussion off the record.) 

Mr. Vorys. That is the answer to my question. 

I would be happy if it were possible, to have this amount of training 
ammunition made public, because I am tickled to death that we have 
so Many weapons and so many forces scattered around this world. 
that on a conservative basis they need and use that much training 
ammunition. 

Chairman Ricwarps. I don’t see why we couldn’t make that figure 
public. We could use that, couldn’t we? 

Mr. Hensew. I don’t see why not. 

Mr. Vorys. I am glad to see that mounting up. 

Chairman Ricuarps. I am glad to hear we can use that. 

Mr. Hensen. Those are annual training ammunition requirements 
We don’t stock training ammunition. 

Mr. Vorys. You will appropriate some next year. 

Mr. Hensex. That is bang bang in 1956. 
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z want to have you think of this all the time in judging this esti- 

ate: We have in making the estimates, other than that very last cate- 
gory where we say we have estimated requirements that come in from 

e field of $1.5 billion, we have cut down very substantially on all 
estimates we have received from the field to deal solely with fiscal 1956. 

(Discussion off the record.) 

Mr. Hensex. I know you are right. I just want to emphasize that 
our estimates of what the needs in the countries are, are what we believe 
is conservative and just enough to justify the $1.4 billion to continue 
these programs. 

(Discussion off the record.) 

Mr. Gorpon (presiding). Are there any further questions from the 
members ? 

Mr. Jarman. Mr. Chairman, I have one question. In one sentence 
in the Senate report on S. 2090, it is said: 

In addition, the bill authorizes unexpended balances of prior appropriations 
to be continued available except that those in excess of $200 million which are 
still unobligated or unreserved as of June 30, 1955, are not authorized to be carried 
over. 

I may have missed something in Mr. Hensel’s earlier presentation, 
but are you anticipating any such unobligated sums at the end of the 
present fiseal year? 

Mr. Hensev. At that time that was our best estimate of what would 
be unobligated at the end of June 30, if we got all of the allocations 
and approvals that we desired, only ‘about $i: 50 million unobligated. 
The Senate took me up on it. The difficulty we are now facing is 
that there was not enough emphasis placed if we got all the allocations. 
We have all of the necessary consents from FO: A to our 1955 program, 
and can still live within that if everything goes right. 

Our problem is this. You remember last year you rewrote the defi- 
nition of “obligation” in section 1311. It has been extraordinarily 
difficult for us to find out exactly how much money was carried for- 
ward last year and how much we lost because it was not obligated 
on the day set, which I think was in February. It had to meet the 
test sometime in February. We still can’t find out how much was 
really carried forward because so much of that obligation is done in 
the field. We have been promised it and promised it. ‘The Bureau of 
the Budget feels that they can’t give us a go-ahead to obligate until 
they know that figure. W e are still hopeful we will know the figure 
in time so as to live within that Senate limitation. 

I might say it is getting more and more risky and more dangerous 
every day. Personally, I don’t see the validity of that type of pro- 
vision in cutting it down. Maybe I should never have made my state- 
ment, but I honestly believed it was true. If we had gotten the allo- 
i we would have done it. We do have the programs that need 
it. I am hopeful that the House will follow as closely, and as time 
passes and we don’t get the allocations, you will consider very seriously 
striking that out, because I would hate to lose money just because we 
couldn't get the ‘certification of 1311 done in time. That is a very 
worthwhile and constructive step in getting a clear definition of obli- 
gation. We have lost several hundred millions of dollars already by 
it. I would hate to lose what might run close to a billion dollars 
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simply because putting that constructive step into operation takes 
time. 

I can take up any of these other commitments that you desire. 

Mr. Gorvon. Are there any other questions? Will you proceed 
with your presentation ? 

( Discussion off the record. ) 

Mr. Vorys. We haven’t had anything on reimbursable aid. Do 
you have a list on that? I don’t care to detain the committee. 

Mr. Henset. It is page 247. 

Mr. Zanitockt. Maybe this has been discussed, Mr. Secretary, but if 
it has not, the special-weapons program, which was of great concern 
to the membership in the last session of Congress; did you speak to 
that program ? 

Mr. Henset. I have not. 

Mr. Zastockt. The $50 million, is that carryover ? 

Mr. Henseu. This is estimated new authorization that we need. 

Mr. Zaxstockr. In addition to what was authorized and appro- 
priated ? 

Mr. Henseu. I would like to deal with that, if you have the time. 

Mr. Zastocki. Would you care to give us an accounting or summary 
of that program, and what the new rescheduling would include? 

Mr. Hensev. I would be glad to. I think that is an important one. 
We are now calling it the mutual weapons development program. It 
is the same one. This started in fiscal 1954 and continued in fiscal year 
1955. It is an important one, and was recognized as such by the Con- 
gress in the conference report on the Mutual Security Act of 1954 
which dealt with fiscal year 1955. 

To date approximately $27 million has been obligated for this pur- 
pose ; $25 million more has been authorized for approved projects now 
under negotiation. 

Mr. Zastockt. Is there a chart in our briefing book that we can 
refer to? 

Mr. Henset. I don’t think there is a breakdown. We can get you 
one. 

(A classified statement was subsequently furnished by the Depart- 
ment of Defense.) 

Mr. Zantocxtr. I merely asked so that we could better follow your 
discuss'on. 

Mr. Vorys. There isa little description on 233. 

Mr. Henset. Further projects involving a United States cost of 
about $15 million have been recommended by the mutual weapons 
development team, and are now being analyzed. An additional $50 
million can, I believe, be advantageously utilized in fiscal year 1956 for 
this purpose. 

The primary object of the mutual weapons development program 
(MWDP) is to accelerate the development of new weapons in Europe 
for NATO. As a byproduct of the program, such developments are 
also made available for United States forces if desired. 

To date MWDP agreements have been negotiated directly on a gov- 
ernment-to-government basis. This policy will be continued in gen- 
eral, but it may be desirable in certain instances to make agreements 
directly with particular firms. However, these also will preserve the 
essential byproduct advantage of making the results available for 
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United States forces if need should arise, as well as for NATO forces. 

Western Europe possesses a remarkable potential in scientists with 
capabilities for new weapons development. Responsible United States 
scientists who have studied the subject report that in the aggregate 
the European scientific capability for the development of new weapons 
at least equals and may well exceed that of the United States. Only 
in England is such potential now being even reasonably adequately 
utilized. With the ratification of the London and Paris accords, Ger- 
man scientists will also be available for such purpose. 

If adequately mobilized, these European scientific resources may 
well prove to be the most valuable NATO secret weapon, as well as the 
most important contribution which Western Germany can make to 
NATO strength—perhaps of even greater long-range significance than 
the 12 German divisions. 

Today’s most striking fact in connection with the defense of the 
NATO areas, as well as of the United States, is the unbelievably rapid 
development in the destructive power and in the adaptability of new 
weapons which has occurred over the past several years. 

Our military assistance to be effective must not consist only of 
present weapons, but must emphasize and aid in the development of 
veapons systems for effective use 5 to 10 years ahead [security dele- 
tion|. Effective utilization of this European military inventive 
capacity could also indirectly be of very real assistance to United 
States defense forces. These conclusions are supported by the fact 
that a very large part of the new weapons developments in World War 
Il was of European origin. 

This program is taking advantage of the above situation in the 
following principal ways: 

(1) During fiscal year 1954 the mutual weapons development team 
was set up as part of the Office of Defense Adviser, USRO, which is 
now Mr. Wendell Anderson, acting under general policy guidance 
from Assistant Secretary of Defense (Research and Development) 
Quarles. The team investigated promising weapons developments in 
the principal NATO nations. The team’s recommendations of proj- 
ects to be financed by MDAP, after review in Washington and ap- 
proval by Assistant Secretary Quarles, were in large part approved 
personally by the President, and the progress of the program was 
commended by him. When projects were approved, agreements were 
then made under which the most promising weapons developments 
were accelerated through assistance from MWDP funds. Nineteen 
million dollars was obligated for such purposes in fiscal year 1954. 
The progress of the work under these projects is being monitored by 
our three armed services, respectively, and by the MWDP team. A 
second review of European developments has been made this year, and 
lurther projects are in process of study. 

(Discussion off the record.) 

Mr. Hensex. It must be recognized that this program is still less 
tan 2 years old, and that predictions as to end results from any re- 
search and development program vary between the difficult and the 
impossible. 

In fiscal year 1954 a separate appropriation of $50 million was made 
for this program. It was then called the mutual special weapons pro- 
gram. For fiscal year 1955, provision of new funds of $27 million 
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was requested for this program. The conference report on the Mutual 
Security Act of 1954 stated that the program for fiscal year 1955 was 
considered to be of importance, but indicated that its purposes were 
within the general MDAP appropriation and that there was no reason 
“for placing any limit on the funds available for this purpose.” 

In developing long-range European defensive strength with an in- 
direct byproduct advantage to United States military strength, this 
program has great promise, and much can be realized in fiscal year 
1956. 

Especially when this program is considered in the light of the im- 
mediate availablity of the unique German military inventive capacity, 
which for obvious reasons we have been unable to utilize so far, 
{security deletion | the potentialities of this kind of military assistance 
ure so great in furthering the long-range defense of Europe and the 
United States that they can hardly be overstated. 

( Discussion off the record. ) 

Mr. Zasiocxi. Did you say $26 million was programed of the 
amount authorized and appropriated in the past ? 

Mr. Henset. I said $27 million had been obligated; $25 million 
had been authorized. That brings you up to $52 million. We are 
now analyzing recommendations of an additional $15 million. If 
all of those were done, it would bring you up to $67 million. 

(Discussion off the record.) 

Mr. Henset. I think that covers it all. I would rather not rely on 
my memory to see what countries are covered. 

( Discussion off the record. ) 

Mr. Hewnsex. We select these teams that endeavor to survey what 
is going on in the individual country. They study a great many 
projects before they recommend. When they are recommended, they 
are reviewed by Mr. Quarles’ organization, who is in charge of research 
and development and programs to be financed or selected. 

Mr. Zasiockt. Because this specific program confronted quite a bit 
of criticism and questions when the mutual defense bill was considered 
by Congress in the past, I think it would be helpful to the committee 
if we did have the breakdown of how the money had been spent in the 
past for our own information. 

Mr. Henset. I see no reason why you can’t get that, with the detail 
of the projects we have financed. Let us emphasize time and again 
that if the scientists’ estimates are right, the inventive capacity in 
Europe at least equals and may well exceed that of the United States, 
and we would be foolish if we didn’t exploit that to the maximum. 

Mr. Gorpon. Does the member wish to have that in the executive 
hearing ? 

Mr. Zapsiocki. Yes. 

Mr. Hensev. We have the list. "iad 

Mr. Vorys. Mr. Chairman, as I understand it, the Executive 15 
acceding to the suggestion made in the conference report, and they 
are no longer making a statutory item out of this. They are coming 
here and telling us what they are doing about it. 

Mr. Henset. For the purpose of checking my $1.4 billion, Mr. 
Vorys, I want to tell you that we think we can spend $50 million on 
a conservative basis. I would like, if we developed a lot of things 





MUTUAL SECURITY ACT OF 1955 275 


that seemed very promising [security deletion] to feel quite free to 
spendmore. I think this isa terribly important thing. 

Mr. Jupp. If it is true, as seems generally to be assumed, that the 
Communists or the Russians and their satellites are ahead of us in 
guided missiles, why is that ? 
~ (Diseussion off the record.) 

Mr. CutrerFieLpD. Mr. Secretary, if there is anything that we haven’t 
asked you about that should be put in the record, would you be kind 
enough to put in the record what you think should be in / 

Mr. Hensex. I would like to put all this testimony that I have pre- 
pared on the individual estimates in the record. I would like to call 
your attention particularly, if you have any worries about any in- 
dividual items above that V category, and say, “Well, I don’t think 
I would do that,” if you indicate to us that you would not do that 
particular thing, that that is a committee judgment, or congressional 
judgment, but not reduce the money, because you see we end up with 
known needs of around $1.5 billion. If you read some of this testi- 
mony I have prepared to give, there are a great many items that we 
know are needed, stort stn in the aircraft control and warning 
fields, and in the defense of cities where we just can’t estimate what 
the cost is going to be. That $1.5 billion only covers costs that we 
have a pretty goo. way of estimating. We are taking a real gamble 
in only $1.4 bi lion, because we are gambling that we won’t need those 
additional things in 1956. It is a very small insurance premium that 
we have set aside for what might be a very large need. 

Mr. Gorpon. Without objection, the material offered by the Secre- 
tary will be made a part of the record. 

Mrs. Kenty, For the record, on your military assistance program ¢ 

Mr. Hensex. Yes. 

Mrs. Ketty. When you contract with France, for instance, does our 
Government contract with an individual contractor over there or with 
ihe Government of France { 

Mr. Hensex. This program has been carried on on a joint venture 
basis with foreign governments. The foreign governments agree in 
general to put up the land, the structure, and the services and some 
equipment and material. We come along with provision for the 
balance of the needed equipment and material. 1 might say to date it 
as been more or less on a 50-50 basis. 

Mrs. Ketiy. Has this anything to do with off-shore procurement ¢ 

( Discussion off the record.) 

Mr. Hays of Arkansas. Suppose you had a program developed that 
sit represented here in a country that is an ally. How would you 
vandle it? Would there have to be a special authorization / 

Mr. Hensev. I have been trying to emphasize that while I have 
given you these estimates to show you that $1.4 billion is a modest or 
conservative estimate for 1956, that I am hopeful you will not put any 

mitations on it or identify it with any particular one of these esti- 
mates. The one thing I don’t know one day to the next is what needs 
‘re going to become more demanding. If you find me thinking about 
~omething in the way of my estimate that you highly disapprove of, I 
trust you will say so. I can tell you that that will then be out. But 
just because I have mentioned these as a justification of the $1.4 bil- 

on, | hope you don’t feel I am saying that this is precisely what 5 
months from now will be the politic thing to do. I just plain don’t 
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know. I can’t look into the crystal ball. I know we have needs of this 
amount at least. As a matter of fact, I know we have needs closer to 
$3 billion. I hope you will let the administrative end, because I think 
that is the only way to handle it, retain a certain amount, or a complete 
flexibility to make changes within those top amounts that you specify, 

I think you ought to require us to give the most complete account- 
ing as to what we have done and criticize anything that has been 
done. 

Here is what we have done to date and what we plan to do with the 
prior money. I told you that we are studying that. I personally have 
certain skepticism about some of this program. I would like to re- 
examine it in the light of the newer concepts of warfare. 

(Discussion off the record.) 

Mr. Hays of Arkansas. That is a good answer to my question. 

(Discussion off the record.) 

Mr. Hays of Arkansas. Let me tie up the countries that are not pro- 
gramed. I don’t find Nepal, for example. It is conceivable that you 
were to have a military program, or theoretically 

Mr. Henset. [Security deletion.] I would assume that we were free 
and would be able, if that had a higher priority than anything else, to 
deal with it. 

Mr. Hays of Arkansas. I want to be assured that the legislation in 
the present form is flexible enough to cover that kind of situation. 

(Discussion off the record.) 

Mrs. Bouron. I want to go back to the protection of our cities and 
the idea that if they know we are strong they will perhaps not come in. 
Is that the reason why we have just had an article in one of the current 
magazines, Look, or some such publication, giving a beautiful picture 
with Hanson Baldwin’s report, showing the radar protection to us, 
and so on? 

Mr. Hensex. I didn’t see that article. 

Mrs. Borron. I think it would be interesting if the Army people 
looked it up and found out how Hanson Baldwin got that. 

Mr. HeEnset. European ? 

Mrs. Bortron. The United States and Canada. 

Mr. Jupp. You are suggesting that the Pentagon might read the 
article and find out where the radar is? 

Mrs. Borton. Not too pointedly, I hope. It is always interesting 
when those things come out in magazines of that kind. They aren't 
printed overnight. Articles are ready several months ahead. If it is 
for the purpose of scaring the Russians, of course, there might be some 
point, perhaps, but it would seem to be the possibility that it does not 
add to the cause of security here. 

Mr. Hensex. We had been very reluctant to have it get out. 

(Discussion off the record.) 

Mrs. Boiron. I commend the magazine to your notice. 

Mr. Henset. I hate to read magazines, but I will do it in this case, 
I assure you. 

Mr. Curtrerrretp. Please take this off the record. 

(Discussion off the record.) 

Mr. Gorpon. Are there any other questions? Mr. Jarman. 

Mr. Jarman. No questions. 

Mr. Gorvon. Mr. Byrd? 

Mr. Byrp. No questions, Mr. Chairman. 
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Mr. Gorpon. Mr. Pilcher. 

Mr. Pucuer. No questions, Mr. Chairman. 

(Discussion off the record.) 

Mr. Jupp. You have it fixed so that I can’t see any way we can knock 
it out. It used to come up as a separate item, and we just knocked 
that paragraph out. 

Mr. Henset. I can’t commit my successor, although I know him 
pretty well, but I can tell you any firm expression of opinion of the 
Congress would be binding on me, if you really wanted to say that. 
| would urge you not to do it. I would feel bound by it, whether you 
struck an item out or didn’t strike an item out. 

(Discussion off the record.) 

Mr. Gorpon. Are there any other questions? Mr. Hensel, thank 
you for your appearance. It is good to have you here. 

’ Mr. Hensex. There will be inserted in the record the explanation 
of all these things ? 

Mr. Gorvon. Yes. Without objection, they will be made a part of 
the record, 

(The material referred to is as follows :) 


PACKING, HANDLING, CRATING, AND 'TRANSPORTATION (ACCESSORIAL CosTs), 
Tora. EstIMaTE FOR Fiscat 1956, $144 MILLION 


Another expense to be incurred in fiscal year 1956, for which no provision has 
previously been made, is the expense of packing, handling, crating, and trans- 
porting in fiscal year 1956 military equipment and supplies, exclusive of those 
paid for under direct forces support. These expenses also include all those 
supplemental operating expenses of preparing such military equipment and sup- 
plies for delivery to recipient countries under the MDA program. Packing, han- 
dling, and crating are self-explanatory. The transportation costs paid out of 
MDAP funds provide Government-furnished and commercial inland (except to 
first inland destination), ocean and air transportation for military assistance 
equipment and supplies. The category referred to as “all those supplemental 
operating expenses” can be briefly summarized as follows: 

1. Field procurement and inspection (including civilian personnel services) 
and the TDY travel of both civilian and military personnel ; 

2. Receiving, warehousing, inventory control, and related station operation 
nd maintenance costs (including renovation or rebuild costs of inservice ma- 
terial) identifiable with equipment and supplies furnished MDAP, or set aside 
for, or in process of shipment to, MDAP; 

4. Supplies and services in connection with delivery of ships and aircraft under 
their own power from point of outfitting or completion to destination (includ- 
ing authorized interim support costs) ; 

+. Overhaul or modification and related expenses for nonexcess material fur- 
ished on a loan basis to MDAP. 
_ The costs described above are incurred, in the main, during a given fiscal year 
in respect of the equipment and supplies delivered in that year, although the 
purchase price or cost of such equipment and supplies, because of the administra- 

re and procurement lead time, may have been programed and funded in a prior 
iseal year. Accordingly, the MDAP accessorial costs during fiscal year 1956 
have heen estimated to cover the cost to be incurred in that year in the process 
' making ready and delivering in that year the military assistance equipment 
nd supplies. 

Accessorial expenses being an integral part of the overall program cost have 
seen paid out of the general mutual defense assistance program funds since the 
ecinning of the program, as follows: 


r 
i" 


Fiscal year: ~ $101 
1950-58 (actual annual average) _______-___ 

1954 (actual) 

1955 (estimated) 

1956 (estimated) 
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In estimating the accessorial costs for fiscal year 1956, the fiscal year 1955 
costs were used as a starting point, with adjustments, on a service and area of 
delivery basis, for the differences in the packing and length of haul for the 
deliveries expected to be made during fiscal year 1956. The type and amount 
of the military equipment to be delivered in fiscal year 1956 is expected to remain 
substantially the same as in fiscal year 1955. The distribution of the equipment 
by geographic areas, however, will shift markedly from Europe to the Far East 
and will, therefore, entail a longer haul and involve more expensive packing and 
handling to meet the climatic conditions in the Far East. This expected increase 
in haul and more expensive packaging and handling has caused the aggregate 
increase of some $8 million in the fiscal year 1956 estimate for these accessoria| 
costs over fiscal year 1955. 


ADDITIONAL REQUIREMENTS—AVAILABLE $145.4 MILLION, 
ESTIMATED PossiBmiries $1.5 BILLion 


The foregoing estimates of moneys to be obligated or expended in fiscal year 
1956 deal with items which are not only identifiable as to scope but also allocable 
on a needs basis to obligation in fiscal year 1956. These estimates are based, 
however, on. an assumed orderly progress of our programs without any provision 
for emergencies or for political, economic, or military crises which might occur 
in fiscal year 1956. 

Unfortunately, such orderly progress has not been the course permitted to pre 
vious MDA programs. Emergencies and crises have been normal in the past. 
World conditions change rapidly and frequently. There seem to have been a 
continuous stream of unforeseen events which demanded the immediate obliga- 
tion, and sometimes the expenditure, of moneys programed for entirely different 
purposes. For instance, in fiscal year 1954 it was necessary to curtail military 
assistance programs by more than $700 million and to divert such funds from 
MDA purposes to non-MDA programs. During the first 5 months of fiscal year 
1955, a similar diversion was found necessary in the amount of $280 million. 
Even within the Department of Defense field, the military assistance programs 
for fiscal year 1950-54 had to be revised to cover losses for funds not reappro- 
priated and resulted in a $250 million reduction in the European, Near Last, 
Africa, and South Asia areas and an increase of $100 million in the Far East and 
Pacific area [security deletion]. 

During the first 8 months of fiscal year 1955 similar changes in world events 
required the diversion of $106 million from the military assistance prograts 
presented to Congress. 

In our estimates for fiscal year 1956 to check the conservative nature of the 
$1.4 billion for which obligational authority is requested, a specific allowance 
of approximately $145 million was deemed a reasonable minmum to meet these 
unforeseen needs in fiscal year 1956. The conservative nature of this amount 
was tested, not by the assumption of any probable diversions to non-MDA pur- 
poses, but rather against the backgreund of current service estimates for known 
‘ additional requirements which could well become urgent needs in the future 
For instance, it is within the realms of possibility and probability that Formosa, 
where combat is, to say the least, threatened, could require additional support 
in fiscal year 1956. The aggregate of these possible future needs is in excess 
of $1.5 billion. 

While it is our present estimate that most of these requirements can probably 
be deferred from the obligation and expenditure standpoint until fiscal year 
1957 or thereafter, it is entirely probable that some provision in fiscal year 195} 
will have to be made for some of them. 

If you will permit me to review briefly for you these items, I think that you 
will agree that an estimate of $145 million is a minimum provision for these 
possibilities and probabilities [security deletion]. 


FACILITIES ASSISTANCE PROGRAM, ESTIMATE FOR FIscaL YEAR 1956, $20 MILLIO 


It has been estimated that during fiscal year 1956 a total sum of $24 million 
could be obligated with great advantage under this program on a worldwide 
basis. The estimated figure of $24 million for fiscal year 1956 is reduced 
$20 million because it is believed that $4 million will be carried forward 4s 
unobligated from the fiscal year 1955 facilities assistance program. 
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The estimate for fiscal year 1956 is an overall judgment figure. It is not 
practicable in advance to identify and price specific projects as worthy of develop- 
ment. It is known, however, that increased ammunition productive capacity 
would be desirable in Europe and in the Far East. 

Further, practically no attention has yet been given under this program to 
shop facilities for the maintenance of MDAP equipment. If the burden of sup- 
plying spare parts is to be lifted from the United States, extensive productive 
facilities for spare parts for MDAP equipment should be established on a world- 
wide basis. The field of possible activity for this is, therefore, extremely large 
and has been scaled down to the figure mentioned in the interest of conservatism. 

It is also thought that facilities assistance negotiations, being lengthy and 
requiring careful study, probably would not obligate more than $24 million in 
fiscal year 1956, particularly if new fields such as maintenance facilities, are to 
be opened, 

The appropriations and obligations in respect of fiscal years 1954 and 1955 may 
be summarized as follows: 


Recapitulation fiscal year 1954 and 1955 
{In millions] 
Funds identified with the program 


Obligations : 
Ammunition 
Fiscal year 1954 
Fiscal year 1955 
Maintenance, fiscal year 1955 
ROK Arsenal, fiscal year 1955 


To be obligated by June 30, 1955 
Projects that cannot be obligated in fiscal year 1955 


Total 


It is believed that the $4 million carried forward will not be obligated during 
fiscal} year 1955. There are, nevertheless, 2 very desirable projects (for cellulose 
and toluene, both in France) now under study which, if the detailed engineering 
analyses prove favorable, would absorb the entire $4 million. 

The facilities assistance program provides United States financing on a joint- 
venture basis with foreign government. The foreign government agrees to furnish 
all land, structures, services and some equipment and materials, and the United 
States agrees to contribute a portion of the needed equipment and material. The 
productive facilities thus established must constitute a net addition to the total 
capacity, existing or programed, in the foreign country in question. 

That foreign country must commit itself to maintain the aggregate productive 
capacity thus established. In past negotiations, it has worked out that the fi- 
nancial contributions of the United States and the other foreign nations to these 
joint ventures have been approximately equal. 

When this program was started in fiscal year 1954, its major attention was 
turned toward bringing the European capacity for propellants and explosives into 
balance with the existing capacity for metal components. At that time, capacity 
for these chemical components was approximately one-third of the metal compo- 
nent capacity, this serious shortage being due to wartime destruction and post- 
war dismantlement. 

In the fiscal year 1954 and 1955 programs, a high priority has been given to in- 
creasing capacity for production of propellants and explosives. A rough balance 
has heen achieved between the capacity for the metalworking components of am- 
munition and the capacity for propellants and explosives. Our engineers in the 
held report that some problems remain, however, and have recommended that 
something be done about shortages of nitrating grade cellulose and other chemical! 
ntermediates, such as toluene and glycerin, required for the production of pro- 

ellants and explosives. 

They have estimated that an additional 20 to 30 million dollars in United States 
ivestmnent, plus an equal European investment, will be needed to complete the 
‘ask that has been set. When completed, a practical limit will have been reached 
n the expansion of European ammunition-production capacity since such capacity 
V fully use European raw materials that would be available in event of 
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hostilities. Recent information is inadequate to appraise the desirability of as. 
sisting Germany to reconstitute its ammunition industries. : 

With respect to the establishment of military equipment maintenance shops, 
it will be noted that the surface has merely been scratched, 3 projects being 
undertaken this fiscal year at an estimated United States cost of $1 million. 

The burden of maintaining MDAP equipment will increase as the equipment 
ages and it is probable that such burden will reach a maximum in 3 or 4 years, 
The contribution which could thus be made by a relatively small facilities assist- 
ance expenditure is extremely large. Already projects are under study for main- 
tenance capacity which indicate that $12 million of United States contribution 
might well be devoted to this type of project in fiscal year 1956, without con- 
sidering any facilities for such purposes in the Far East. 

There is a large need for military equipment productive capacity in the Far 
East. CINCFE and CINCPAC have suggested types of facilities assistance proj- 
ects which could well be considered in their areas. Such recommendations indi- 
eate that as much as $69 million could be usefully applied in the Far Fast in 
fiscal year 1956 if present reports are confirmed by detailed engineering studies 
and the recipient foreign countries prove willing to make an equitable contribu- 
tion toward project costs plus a commitment to maintain the facilities thus 
established. 


Recapitulation of fiscal year 1956 potential program 


Europe: Million 
yo : a er ae Bee a ee ee Se ee ee $20-$30 
Maintenance shops (including spare-parts manufacture) __---____~_ 12 

eR ne nee ee ee ea ee De eee en 7 EE Sie eee 69 


in ab esate ison eahabaaeadciedaalaenatas karla allie tis 100-110 


In fiscal year 1954, the United States obligated $26 million under this program 
and it is estimated that an additional $42 million will be obligated in fiscal year 
1955. Only $20 million of new money is being requested for this program in 
fiscal year 1956, although the United States share would be much more than this 
amount if we were to participate in all projects taken under consideration. 

Continuing careful administration of this limited amount of money in fiscal 
year 1956 will assure that maximum value is received for every dollar of United 
States contribution, that recipient countries contribute the maximum amount con- 
sistent with their resources, and that there will be a minimum of unobligated 
money at the end of fiscal year 1956. This $20 million (plus the $4 million to be 


carried forward from fiscal year 1955) could be obligated to our long-term advan- 
tage during fiscal year 1956. 


Total 





COMMITMENTS: NATO—INTERNATIONAL MILITARY HEADQUARTERS, TOTAL 
ESTIMATE FOR FIscAL YEAR 1956, $5.5 MILLION 


The military forces which are committed to the defense of the North Atlantic 
Treaty area by member nations of the North Atlantic Treaty Organization have 
been placed under the direct command of the Supreme Allied Commander Europe, 
SACEUR (General Gruenther), the Supreme Allied Commander Atlantic, 
SACLANT (Admiral Wright), the Commander in Chief Channel (Admiral Sir 
George Creasy), with the top military planning agency, the Standing Group. 
giving overall direction and guidance. The headquarters of these commanders 
commonly known as SHAPE (Supreme Headquarters Allied Powers Europe), 
SACLANT (Supreme Allied Command Atlantic) and the Channel Command are 
located just outside Paris, France; at the Naval Base, Norfolk, Va.; and Lon- 
don, England, respectively. The Standing Group is located in Washington, D.C 


Under these commanders are the following NATO international command head- 
quarters: 


(a) Subordinate commands of SHAPE: 

Headquarters Allied Forces Northern Europe 
Headquarters Allied Naval Forces Northern Europe 
Headquarters Allied Air Forces Northern Europe 

Headquarters Allied Forces Central Europe 


Headquarters Allied Air Forces Central Europe (including 2d and 4th 
ATAF) 
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Headquarters Allied Land Forces Central Europe 
Headquarters Allied Naval Forces Central Europe 
Headquarters Allied Forces Southern Europe 
Headquarters Allied Land Forces Southern Europe 
Headquarters Allied Air Forces Southern Europe 
Headquarters Allied Forces Southeastern Europe 
Headquarters Allied Land Forces Southeastern Europe (including 
Advanced Command Post Salonika, Greece) 
Headquarters Allied Air Forces Southeastern Europe (including 
6th ATAF) 
Headquarters Allied Forces Mediterranean 
(b) Subordinate commands of SACLANT: 
Commander-in-Chief Western Atlantic Area 
Commander-in-Chief Eastern Atlantic Area 
Air Commander-in-Chief Eastern Atlantic Area 

(c) At the present time there are no subordinate commands to the Channel 
Command. 

In addition to the three supreme command headquarters and their subordinate 
nilitary command headquarters, there are certain international military agen- 
cies assigned for administrative and budget purposes to SHAPE or for direction 
and supervision to the Standing Group. These agencies include, the NATO De- 
fense College, the Military Communications Agencies in Europe, Military Agency 
for Standardization, Air Training Advisory Group, and Advisory Group for Aero- 
nautical Research and Development. 

The nonmilitary administrative and operational expenses of the above de- 
scribed international military headquarters and agencies are jointly financed by 
the member governments of the North Atlantic Treaty Organization in accord- 
ance with an internationally agreed cost sharing formula. This formula was 
negotiated in the fall of 1951 and by subsequent action of the member govern- 
ment representatives on the North Atlantic Council the formula has been con- 
tinued for the calendar year 1955. 

The presently agreed United States share of these international costs is 22.5 
percent of operating costs, the same percent share as borne by France and 
the United Kingdom, and 45 percent of capital costs. An international working 
group, however, is presently negotiating new cost sharing percentage but such 
prospective changes, if any, cannot be reflected in current estimates. 

The overall United States contribution to the international headquarters and 
agencies is made in two ways. First, we provide the required United States 
military personnel for assignment to staff and support complements. The re- 
quirements for military personnel are established by the Standing Group and 
each member nation is requested to furnish its assessed members, all at na- 
tional expense. The pay, allowances, and basic military personnel costs of these 
assigned United States military personnel are paid from the United States mili- 
tary budgets. Second, we share with the other member governments of NATO 
the operating, maintenance and new construction costs of the military head- 
quarters and ageney buildings and facilities. These costs, which are exclusive 
of military expenses, include, as operating expenses, civilian salaries and wages, 
operating supplies (paper, pencils, etc.), communications, transportation, and 
the like, and, as capital charges, equipment, furniture and new construction. 

The United States civilians assigned to international military headquarters and 
agencies are actually employed by the United States military services and are 
paid the salary and allowances of their normal United States civil-service grade. 
Th such instances, however, credit is taken against the United States contribu- 
ton toward international budgets in the amount only of the international salary 
such United States civilian employee would receive if employed at the inter- 
national pay scale (generally lower than United States pay). The military 
services involved are reimbursed from MDA funds for the total of such salaries 
and all estimates of international headquarters costs shared on a percentage 
basis have been adjusted to reflect this additional cost (for fiscal year 1956 this 
Will be $153,000). 

lhe international headquarters budgets are prepared on the basis of an an- 
‘ial calendar year expenditure estimate plus a provision for authority to 
‘iter into contracts which will result in an expenditure of funds in subsequent 
ars The estimete eoverine the Tnited States percentave contribution is then 
adjnsted to an “obligation” basis (which covers only that part of the contract 
authority to be utilized within the calendar year) and then these calendar year 
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estimates are further converted to the United States fiscal year July 1 to 
June 30. 

A rather involved formula has been used in prior years in converting calenday 
year estimates to fiscal year estimates. However, experience indicates that tots) 
calendar year requirements are substantially equal to fiscal year requirements 

soth cover 12 months and the same seasons. Therefore, the fiscal year 1956 es. 

timate is based on calendar year 1955 estimated requirements adjusted to ye. 
flect a known increase in United States salaries plus an estimate of the United 
States share of supplemental budgets not included in the original fiscal year 
1955 calculations and contract authority carryovers under consideration for ip. 
ternational funding by the NATO budget committee. These latter requirements 
are based on an analysis of the items known to be deferred from the origina! 
1955 budgets plus outstanding contract authority. 

The United States contributions to these international budgets are paid directly 
to the NATO international bank accounts, in the foreign currencies requested 
These requests are made, normally, three times each year by the office of the 
NATO Financial Controller where the overall accounts of NATO are maintained 
These requests include the consolidated requirements taking into consideration 
United States credits. 

The international calendar year budgets on which the United States contribu. 
tion is based are prepared in each command, subordinate command, and military 
agency of NATO in accordance with a format and against criteria established 
by the Standing Group, or the Supreme Command (SHAPE or SACLANT). 
These annual calendar-year budgets are screened at various levels from the sub- 
ordinate command up through the military command channel with final military 
review given by the Standing Group. The Standing Group in turn refers the 
budget estimates via the North Atlantic Council to the NATO Military Budget 
Committee for final NATO investigation, review, and recommendation. This 
Military Budget Committee was established by the North Atlantie Council for the 
specific purpose of advising the Council on all budgetary matters pertaining to 
the military commands and is composed of representatives of each of the NATO 
member governments that desired to be represented (12 governments are rep- 
resented). This Committee subjects each budget to an intensive and detailed 
examination, in the majority of cases at the actual site of the headquarters or 
agency involved, and upon completion of the review, submits the revised estimate 
to the North Atlantic Council for final approval. 

Tn an attempt to have all international budgets approved by the North Atlantic 
Council prior to the beginning of the year (January 1), the Budget Committee 
in reviewing budgetary estimates many times defer certain budget items for a 
more detailed study or more adequate justification. The items deferred from 
budgets submitted to the Council are acted upon by the Budget Committee later 
in the year under delegated authority by the Council to take final action on 
supplemental estimates if unanimous agreement is reached on all items in 
question. 

Therefore, the total of all budgets approved by the Council does not necessarily 
represent the total annual cash requirement since the supplemental budgets 
and the cash requirements for contract authority carryover, when accepted by 
the Budget Committee, increase the total case requirement. Provision is made 
for this contingency in the estimate of fund requirements. 

The estimate made in this manner for the United States contribution to the 
expense of international headquarters in fiscal year 1956 was $5.5 million. 


FIscAL YEAR 1956 TRAINING PROGRAM, ToTaL ESTIMATE For Frscar Year 10, 
$90.1 MILLION 


To maintain adequate utilization of MDAP equipment already delivered and 
to be delivered, worldwide training program should be continued in fiscal year 
1956 estimated to cost a total of $104.8 million. [Security deletion.] The over 
all training estimate will be explained under this head “Training” but the total- 
cost figure under this heading will be reduced from $104.8 million to $90.1 million, 
to allow for the $14.7 million shown separately on a country basis. : 

This $104.8-million estimate of the cost of the foreign training programs !0 
fiscal year 1956 was prepared on a separate service basis: Army $30.8 million, 
Navy $20 million, Air Force $54 million. 
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There are two overall objectives of our training programs for foreign coun- 
tries: (1) To train personnel to insure that MDAP equipment is properly oper- 
ated and maintained when sent abroad; and (2) to establish an indigenous train- 
ing basis or faculty within the various countries so that, in the future, each 
country insofar as possible, can train its own specialists and technicians. It 
certainly does not further our purposes to deliver tanks, ships, airplanes, and 
other complicated machinery to our allies if they do not have the capability of 
effectively using this equipment. 

We have undertaken and desire to continue three broad categories of training: 

Formal training: Individual instruction given in United States service schools 
and installations, both in the continental United States and overseas. 

Mobile training team: Teams of United States servicemen who are experts in 
their specialties and who are sent to foreign countries to give instruction on 
United States equipment in the field. 

Technical representatives: Specialists from private industry who are sent to 
foreign countries to give instruction in the installation and operation of newly 
developed equipment. 

The bulk of the funds estimated for fiscal year 1956 covers formal training 
instruction. 

I will try to explain the manner and care in the preparation of the estimate of 
$104.8 million for training in fiscal year 1956. Based upon the amount of mili- 
tary equipment which we have sent and plan to send abroad during fiscal year 
1956, plus the latest information on the state of training of the military forces 
in each of the specific countries, the services in Washington prepared a prelimi- 
nary estimate of the amount of training which would be required to make the best 
utilization of such equipment. The service estimates of training requirements 
were then reviewed by the respective United Commanders, Military Assistance 
Advisory Groups (MAAG’s), and the Bureau of the Budget with a view to elimi- 
nating all questionable items. Following the Bureau of the Budget screening, 
a dollar limit was placed upon the amount of money which should be devoted to 
the training program. Then the JCS allotted to the services specific portions of 
the $104.8 million overall ceiling fixed as above described. 

Conferences in Europe and the Far East were held at which training special- 
ists from the Pentagon conferred with personnel from the United Commands 
and MAAGs to discuss specific country training problems. These conference 
groups developed specific detailed requirements for the various countries. These 
programs were so detailed that, for example, it would be estimated that country 
X will be able to send a specific school a specific number of students deemed fully 
qualified to absorb the specified training. 

An estimate was also made of the number of students requiring training prior 
to receiving technical training. 

Nevertheless, despite all our efforts to be precise in estimating our require- 
ments, we do encounter factors which sometimes prevent us from utilizing the 
entire funds requested in the specified fiscal year. 

Sometimes countries are unable to provide the students necessary to start a 
specific course at a specific time. Most of our courses begin in September and 
are completed in June. If students cannot be made available when the course 
starts, the deficiency cannot be made up. 

[Security deletion.] 

Thus you can see that the MDAP training program is on a pay-as-you-go basis. 
Each fiscal year training program is complete in itself insofar as appropriated 
funds are concerned. There are no carryover training funds from year to year. 

I recognize that the sum estimated for this worldwide training program is 
small in comparison with the overall military assistance program. I consider 
it, however, to be sufficient to cover our most urgent needs for the fiscal year 
1956. Materiel deliveries and training must be kept in phase to obtain our fullest 
combat effectiveness. We must assist our allies in the development of men 
trained to fight with our military equipment or our entire MDA effort to develop 
a sound miliary posture in our allies will be wasted. 


Mr. Gorvon. We now have before us Mr. John D. Jernegan, Deputy 
Assistant Secretary of State for Near Eastern, South Asian, and 
African Affairs. Have you a prepared statement, Mr. Jernegan ? 
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STATEMENT OF JOHN D. JERNEGAN, DEPUTY ASSISTANT SECRr. 


TARY OF STATE FOR NEAR EASTERN, SOUTH ASIAN, AND 
AFRICAN AFFAIRS 


Mr. Jernecan. I have a prepared statement, which I would like to 
enter for the record. I don’t think that I need take the committee's 
time in reading it, although I would like to make a few remark: 
informally. 

Mr. Gorvon. If there is no objection, your statement will be entered 
in the record at this point. 

(The statement referred to is as follows:) 

Mr. Jernecan. Mr. Chairman and members of the committee, As. 
sistant Secretary Allen discussed with you last Wednesday the Mutual 
Security program and its relationship to South Asia, and in particular, 
to India. I would like now to deal with the Near East and African 
area in a similar way. 

The countries with which I wish to deal are the Arab States, Israel, 
Greece, Turkey and Iran, and Africa, including the independent States 
of Ethiopia, Liberia and Libya, but excluding Algeria and the Union 
of South Africa. 

The importance of this area to us is well known to members of this 
committee. It stems, of course, from its strategic location, the fact 
that it is crossed by major routes of transportation and communica- 
tion, and its oil resources. Near the Persian Gulf 50 to 60 percent of 
the world’s crude oil resources are to be found. The Near East stands 
between Russia and the vast resources of Africa. Moreover. we have 
a variety of traditional ties with the area which stem back to the 
work of American missionaries and educators over the past century. 


THE ARAB STATES AND ISRAEL 


Most of these States have achieved their full independence in the last 
10 years and, as in the case of South Asia, they are embarking on social 
and economic development programs designed to increase their stand- 
ards of living. As Assistant Secretary Allen pointed out last week in 
the case of India, there is a rising popular demand in these countries 
that. the misery, which has been widespread and traditional in the 
area, be wiped out. 

The attitude of these countries toward colonialism in all its forms 
was demonstrated dramatically at the Bandung Conference where the; 
stressed their particular opposition to Soviet imperialism. On the 
other hand, their cooperation with the West will depend to a consid- 
erable extent on the degree and manner in which we are able to coop- 
erate with them in making possible a rise in their living standards. 

The issue which is fundamental for an understanding of the Ara) 
States and Israel is, of course, the Arab-Israeli conflict and the result: 
ant problem of the Arab refugees. We are trying through this mutual 
security program to meet this problem in cooperation with the Unite¢ 
Nations. We feel that the key to the solution of this problem may be 
an attack on the problem of water, which is the basic resource neede¢ 
for the development of the area. : 

There are two major projects on which concerted efforts are Nov 
being made, namely, the plan for the development of the Jordan Val- 
ley, involving Israel, Jordan, Lebanon and Syria, known as the unilie’ 
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plan for the development of the Jordan Valley, and the irrigation and 
development of a part of the Sinai Peninsula in Egypt. In the case 
of the Jordan water, we have been making special efforts to obtain 
among the countries concerned an agreed basis for the division of the 
water, for its storage and use along economic lines and for arrange- 
ments to assure that deliveries of the water will continue to be made 
onan agreed basis. When we have been able to achieve this agreement, 
the Government of Israel will be able to proceed with its efforts to 
make that country more self-sufficient. At the same time, it will enable 
Syria, Lebanon, and, in particular, the Kingdom of Jordan, to make 
oreatly accelerated progress in carrying out their development plans, 
since water is fundamental to this development. Moreover, a large 
number of the refugees, now living in camps, will be given a chance to 
lead useful and productive lives. MNT 

Similarly, if present plans for the development of the Sinai Penin- 
sila can be carried through, nearly 70,000 refugees now in the Gaza 
strip of Egypt will be offered the possibility of resettlement on a pro- 
ductive basis. 

It must be recalled, however, that we cannot offer economic aid to 
tiese countries on a basis limited to the Palestine refugees. It would 
ix difficult for any government to survive if assistance went only to 
refugees and not to the established population which, in so many cases, 
is living in conditions of misery. 

Accordingly, we are continuing to offer technical assistance pro- 
crams to Israel and to five of the Arab States. We believe that these 
programs are going well. For example, in Lebanon we have furnished 
the engineering surveys needed for the development of the resources 
of the Litani River and in Egypt we have successfully brought two 
provinces into a pilot community development program. 

From the standpoint of development assistance, other than technical 
assistance, we are this year able to reduce our request for funds for 
Israel for the third consecutive year, in view of several factors, includ- 
ing the fact that mass immigration stopped 3 years ago, the fact that 
exports have greatly increased, and that other sources of outside 
revenue have been found, among which are the German reparation 
payments. In some Arab States, aid funds over and above technical 
assistance, do not appear to be needed or desired, but in others, such 
as Egypt, where capital is lacking, where political problems are being 
‘olved—for example, the settlement of the Suez Canal dispute between 
Fgypt and the United Kingdom—and where sound capital projects 
are planned, we feel it is essential to offer development assistance. In 
Egypt aid is being used for such purposes as the improvement of road 
eg t ‘ansportation, increasing the supply of drinkable water, and 
etter land utilization. These projects will form an important part of 
Egypt's ten-year program. 

These programs, which are a continuation of projects which were 
begun in the past, are beginning to have a measurable effect. I feel 
reyes = would not only retard the pace of development in 

area, ould impair its chance of moving toward political and 


pincer stability, which from every standpoint, is vital to our 
iterests, 
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GREECE, TURKEY AND IRAN 





May I next discuss the northern part of the Near Eastern area, 
namely, Greece, Turkey and Iran? In this area the emphasis of our 
srograms is on the development and maintenance of defensive strength 
in the three countries concerned, since the area has particular impor- 
tance from the standpoint of our “Northern Tier” defense policy. 
Greece and Turkey are allied with us in NATO. They are also asso- 
ciated with Yugoslavia in the Balkan Alliance which, despite the 
recent conference in Belgrade, appears as strong as ever. Turkey is 
associated with Iraq and Pakistan in similar defense pacts. 

In Greece we have the case of a NATO ally of limited resources 
which faces heavy defensive expenditures due to its strategic loca- 
tion. Greece has utilized our past aid so effectively that it has refuted 
earlier prophecies that the country would always be an economic 
liability. In fact, it has recently enjoyed a remarkable growth in 
exports and increased income from tourism, remittances and shipping 
earnings. Moreover, Greece demonstrates the fact that when our aid 
programs have accomplished major objectives, levels of aid may fre- 
quently be reduced without impairing the mutual interests, either of 
the aided country or of the United States. 

Greece is now faced, however, not only with the burden of main- 
taining a heavy military establishment but also with the reconstruc- 
tion costs which follow three disastrous earthquakes in 2 years. The 
Greek Government has faced these problems courageously and is be- 
ginning the necessary reconstruction. It is to our national interest to 
assist it in doing this. 

Turning to Turkey, the problem is similar to that of Greece in that 
the country is called upon to maintain a very high level of defense 
expenditure, of importance to the entire free world, despite an econ- 
omy which is still far from modern standards. Considering its re- 
sources, Turkey maintains a very large military establishment. Tur- 
key has and must have one of the largest of NATO’s armies, since it 
is crucial for the defense of the Middle Eastern region, and protects 
the eastern flank of the NATO group. 

If Turkey is to carry this load, economic development is a neces 
sity. Its national production must increase so that it may, at the 
same time, have a living standard which begins to approach that of 
the West. It has already made dramatic progress and the people have 
enthusiastically thrown themselves into the task of modernizing their 
country. The aid which we propose for Turkey will be used, in large 
part, to provide the machinery and equipment required to help Turkey 
bring forward its development and place a strong economic base wn- 
der the nation. 

At the same time that it proceeds with its development programs, 
the Turkish Government is making renewed efforts to cope with the 

roblems of inflation and the scarcity of foreign exchange which have 
co complicating its task. 

In Iran, our problem is, on the one hand, to prevent the expansion 
of hostile influences through political instability within the country, 
and at the same time, to assist in building up that country both from 


the standpoint of economic development and increased political 
stability. 
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Remarkable progress has been made in that country in the last year 
or so. Less than 2 years ago there were uncontrolled mobs in the 
streets of the capital, prices were out of control, and the situation was 
ripe for subversion and ——— from the north. Since that time 
order has been restored. Steps have been taken to control prices, in- 
cluding a consumer goods import program. Finally, the oil settle- 
ment which has been reached promises to reduce that country’s need 
for outside help within a year or so. Unfortunately, it will take some 
time to reestablish fully the oil income which will remove the need 
for foreign aid. 

In the meantime, Iran’s long-term development program must be 
revitalized and at the same time the Government’s military estab- 
lishment improved in line with the Government’s desire to develop 
its defensive capacity. These factors, in turn, will have an inflation- 
ary effect on prices unless external economic assistance is provided. 

At the same time, the lack of administrative and technical skills 
within the Government requires the continuation of our technical 
assistance program, in such fields as education, agriculture, health, and 
public administration. We are, however, turning segments of this 
program over to the Iranian Government as fast as we can. 

Our assistance to the civilian economy is planned on a loan basis, re- 
payable in dollars, as income from the oil industry is expected to make 
repayment possible. Except for technical assistance programs, future 
aid to Iran’s civilian economy will, after this year, be limited to such 
institutions as the Export-Import Bank and the International Bank. 

Finally, may I discuss briefly the program which we are proposing 
for Africa. The importance of the area to us derives not only from its 
position, which in effect is a buttress to Western defense positions in 
Europe, the Mediterranean, and the Near East, but also because the 
area 1s an important producer of raw materials. It has a large propor- 
tion of traditionally friendly peoples but they are in widely varying 
stages of economic, social, and political development. The problems 
are similar to those in Near Eastern area: namely, illiteracy, poor 
health conditions, subsistence agriculture, and so forth. 

The program which we propose involves a continuation of technical 
assistance programs in the independent countries of Ethiopia, Liberia, 
and Libya, and in certain dependent territories. We plan in addition 
to continue our development assistance program in Libya, which is 
struggling to strengthen its marginal economy. 

In the independent countries, the technical assistance programs are 
of a relatively broad scope and are intended to carry forward our 
assistance to these countries in the improvement and expansion of 
their services and facilities in such fields as education, agriculture, 
public health, and transportation. : 

_In the dependent areas we must, of course, conform to the needs of 
the metropolitan governments, who look to us for specialized knowl- 
edge to fill certain gaps in their own technical staffs in the territories. 
We hope that by so doing we will provide the best foundation for the 
sound and orderly progress of all the African people which we desire. 

Finally, I might say that programs in Africa are designed, among 
other things, to promote private investment by helping governments 
to establish the ancillary facilities, such as roads and ports, and the 
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policies necessary to provide the climate for and to encourage such in- 
vestment. 

Mr. JerNrecaNn. The area which we are to talk about now comprises 
Greece, Turkey, Iran, the Arab States, Israel, and most of the conti- 
nent of Africa. The committee has already covered, as you recall, the 
south Asian area of responsibility of the bureau of the State Depart- 
ment with which I am connected. 

This is an area in which I am happy to be able to say we have made 
some progress in the year since we were last before this committee to 
discuss this subject. 

The Iranian oil problem has been settled. The Anglo-Egyptian dis- 
pute over the Suez base has been settled. Various minor but acute 
problems that troubled us at this time last year have also been settled 
or are on the way to settlement; such as the American base facilities 
agreement with Libya, and a number of others. We still certainly 
have very difficult problems. I need hardly mention the Arab-Israel 
dispute, which is in quite an acute stage today, with the tension on the 
Egyptian-Israeli frontier. 

The authorization that we are asking here can be broken down, 
practically speaking, into four categories. I am not speaking of the 
technical distinction made in the bill. 

We are asking here for money essentially to support the military 
establishments of Greece, Turkey, and Iran, that is, economic aid in 
the form of defense support and direct forces support to the military 
forces in those countries. The second category involves the Arab 
States and Israel. Here we are primarily asking for economic devel- 
opment assistance to build up the economies of those countries, so 
that they may have some real stability internally, and may in time 
be able to contribute not merely to the internal peace of the area but 
to its external defense. Third, throughout the area, we are asking 
for technical assistance, which, of course, is a long-range project of 
a worldwide nature. Finally, we have one unique category, the item 
of $65 million for the Palestine Refugee Relief Organization, the 
U. N. Relief and Works Agency for Palestine Refugees. This would 
cover our contribution to that agency. That money is intended en- 
tirely for the Arab refugees from Palestine. 

Part of it would go to continue the current relief and educational 
programs, just to keep those people alive, clothed and fed, and try 
to educate their children a bit. 

Another large part is intended to go for the Sinai resettlement 
project—the resettlement project on the east bank of the Suez Canal— 
on which the engineering work has been done and on which contracts 
can be let in the fall of this year if the money is available. This 
would resettle approximately 70,000 of the refugees. 

Another and perhaps the largest amount of the $65 million would 
go for the unified Jordan Valley development plan, a plan on which 
Eric Johnston has been working as the President’s special representa- 
tive for more than a year now. This requires agreement among the 
three Arab States bordering on the Jordan River, Syria, Lebanon, and 
Jordan as well as Israel. 

Mr. Johnston has been negotiating and has reached an agreement 
more or less in principle with the Arab States concerned. He 1s 
awaiting at this moment word of the Israeli position, to what they 
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would agree. If there seems to be a fair chance of a meeting of 
the minds, he will make another trip to the area next month. We are 
very hopeful he will bring about an agreement and the United Na- 
tions can then get to work on this project, which would resettle up to 
200,000 people in the Jordan Valley, mostly refugees, and in addi- 
tion, be of economic benefit to all the countries. 

Mr. Chairman, I know the hour is late. I think if you wish I would 
stop there and throw myself open for questions. 

Mr. Gorvon. Mr. Chiperfield. 

Mr. CurperFreLD. No questions. 

Mr. Gorvon. Mr. Hays. 

Mr. Hays of Arkansas. Mr. Jernegan, you spoke of the work that 
Mr. Johnston has done in the Jordan irrigation development. Is 
satisfactory progress being made on that water development project ? 

Mr. JeRNEGAN. Well, sir, no construction work at all has been done 
on it. We have engineering studies made by an American firm, which 
are virtually complete—so far as they can be complete before you have 
an agreement among the parties—and before you are ready actually 
to start turning earth. 

If you mean progress that Mr. Johnston has made in his negotia- 
tions, | would answer yes and no. He has made much better progress 
than many people thought. Many people thought he would never 
get to first base. He did. He has prevented each side from rejecting 
the whole proposition out of hand. In fact, he has gotten both sides 
to agree in principle that it is a good idea and ought to be carried out. 
He has not yet gotten them to agree on a specific way in which it 
should be carried out, and in particular on how much of the water 
of the river is to be allocated to each of the four states concerned. 

Mr. Hays of Arkansas. Lebanon, Syria, Jordan and Israel ? 

Mr. Jerneagan. Yes. The river is small. It doesn’t contain very 
much water, even though it is the only river they have in that partic- 
ular region. All of them want more than they can get, if they are 
each to have a reasonably fair share. 

Mr. Hays of Arkansas. There is a definite sum requested here for 
that ¢ 

Mr. JernecANn. No, sir. It is included in the $65 million request 
for the United Nations Relief and Works Agency. It is not broken 
down as to the amount that would go for that Jordan Valley project. 
The project itself could absorb easily all of the $65 million. We are 
not asking for the whole sum at this time. We are only asking for 
enough to get started on the Sinai project, to carry on the relief and 
make a start on the Jordan Valley project. 

Mr. Hays of Arkansas. I would like to ask about the refugees. I 
think Mrs, Bolton is the one to direct that question. 

Mrs. Bouton. Not at.all, Mr. Hays, do proceed. 

Mr. Hays of Arkansas. Would you give us a quick review of the 
present situation? You say there are occasions here in the Palestine 
refugee problem for that relief. Did you give us a figure on that? 

Mr. Jernrean. All of the $65 million I mentioned would go either 
for relief or for resettlement of the refugees. For relief proper, I 
think about $18 million. The total estimated expenditures from all 
sources for fiscal year 1956, for relief, is $27,800,000, of which the 
United States would expect to pay about 66 to 70 percent. 
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Mr. Hays of Arkansas. Relief and resettlement ? 

Mr. JerneGan. The percentage applies to both. For relief alone, 
we would pay about two-thirds of the $27,800,000, which is about $18 
million. 

Mr. Hays of Arkansas. What are your target dates for completion 
of the resettlement phases of that 4 

Mr. Jernecan. Frankly, we don’t have a target date. We can't 
see the ultimate end of this. There is no use kidding ourselves about 
it. The Sinai project looks pretty definite. 

Mr. Hays of Arkansas. Which one is that ? 

Mr. JerneGan. That is on the east bank of the Suez. It would 
settle about 70,000 people, Palestine refugees. 

Mrs. Bouron, Is Egypt doing it? 

Mr. Jernecan. The UNRWA would do it with the agreement and 
cooperation of the Egyptians. It is estimated it will take 5 years to 
complete. 

Mr. Hays of Arkansas. 70,000? 

Mr. JERNEGAN. Yes. 

The unified plan for the Jordan Valley, if it is agreed upon, and 
started this year, I think is a matter of more than 5 years. It still 
leaves you with some 500 to 600,000 of the present 850,000 refugees. 

(Discussion off the record.) 

Mr. Gorpon. Mr. Hays, yourtimeisup. Mr. Vorys. 

Mr. Vorys. I find $20 million for capital carried over from year 
toyear. ‘That hasn’t been spent, has it? 

Mr. Jernecan. In UNRWA? 

Mr. Vorys. Yes. 


STATEMENT OF CEDRIC H. SEAGER, REGIONAL DIRECTOR, OFFICE 
OF NEAR EAST, SOUTH ASIA, AND AFRICA OPERATIONS, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Seacer. That $20 million, I think, is a carryover. 

Mr. Vorys. It is $20 million working capital. If they haven’t been 
working their capital, then they have that in hand. 

Mr. Seacer. That is in hand, sir. 

Mr. Vorys. I don’t see that in the column when you get the cash 
requirement on 191. 


STATEMENT OF JOHN E. MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Murpuy. That is achieved by subtracting the $30 million from 
the $125.4 million below, which would leave a net requirement of 
$95,400,000. The total expenses are estimated at $125.4 million. The 
$30 million is applied, leaving a net additional cash requirement of 
$95.4 million. 

Mr. Vorys. I don’t understand the table very well, but I don’t want 
to detain the committee further. 

Mr. Gorpon. Mr. Byrd. 

Mr. Byrp. I have no questions, Mr. Chairman. 

Mr. Gorpon. Mrs. Bolton. : 

Mrs. Boron. It is good to see you, Mr. Secretary. I do have a few 
questions. In the second paragraph of Mr. Seager’s memorandum 
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it speaks of $73 million for development assistance programs in the 
Arab States and Israel. That is divided in what fashion ? 

Mr. JernecANn. That is classified, Mrs. Bolton. It is shown in the 
classified table. 

Mr. Seacer. Volume III, page 2. 

Mrs. Bouron. Then the assistance for the Palestine refugees to the 
United Nations, we pay quite a large part of that, don’t we? 

Mr. Jernecan. About 70 percent. 

Mrs. Borron. Do you have any figures as to the number of children 
among those 700,000 or 800,000 refugees that really do get any educa- 
tion whatsoever ? 

Mr. Seager. I don’t have the figures. We can supply that. 

Mrs. Botton. And what happens to the ones that do not go? Has 
there been any change in their living quarters? Have they been able 
to get into huts, and so forth ? 

Mr. Seacer. There is some improvement. Conditions are not good. 
There is an educational program for them. 

Mrs. Borron. I know, but it was so little that it was tragic. The 
descriptions one gets from people who have been there usually picture 
these children as growing up like a lot of animals, hunting in herds, 
and so on. 

Mr. Seacer. On the outskirts of Amman in Jordan there are huts. 
They are far from magnificent dwellings. ‘They have moved to some 
extent out of the tent stage. 

(The following information has been supplied for the record.) 


STATEMENT ON REFUGEE EDUCATION AND HOUSING 


EDUCATION 


The United Nations Relief and Works Agency for Palestine Refugees 
(UNRWA) has greatly expanded its educational program in recent years. Regis- 
tration in UNRWA primary and secondary schools has increased, and with the 
aid of UNRWA grants to governments and private schools, the total number of 
refugee children receiving academic education grew to approximately 155,000 
by the close of the 1953-54 school year. While final figures are not available for 
the academic year just ending, a further increase in enrollment is known to have 
taken place. 

The standard of education provided refugee children varies from place to place 
and country to country. Generally speaking, however, refugee children have edu- 
cational opportunities equal or not far inferior to those of the children of the 
indigenous population, and while full comparative statics are unavailable, the 
percentage of refugee children attending school is apparently actually higher 
than for the general population. 

During the school year 1953-54, an extensive building program was carried on. 
As of the close of the year there were no tented schools in Gaza, only 2 in Lebanon, 
3 in Syria and 16 in Jordan. In addition, the average registration per teacher, 
which had been very high, was reduced to a manageable size. This necessitated 
the employment of many additional teachers. 

During UNRWA’s early years, its educational program had been largely con- 
cerned with the provision of an adequate elementary education. In the academic 
year 1953-54, however, an effort was made to extend secondary educational facil- 
ities. By opening a number of secondary classes in UNRWA schools and by pro- 
viding grants of $40 per pupil for a limited number of pupils in government and 
private schools, the number of secondary students was increased from 3,413 to 
7.127, and a further substantial increase will be shown for the current year. 

In order to develop a cadre of trained and educated young persons who can be 
expected to become community leaders in the future, 200 scholarships were made 
available to refugee students in universities at Beirut, Cairo, Alexandria, and 


Damascus, The scholarships covered the cost of tuition, books, board, and 
lodging. 
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A difficult problem has been one of fostering elementary education for girls 
inasmuch as such education has not been customary in many localities. UNRW, 
has found it necessary to open schools for girls in many places where no facilities 
previously existed. The very considerable progress in increasing the percentage 
of girls in the total attendance is. shown in the following table: 
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The following table summarizes the distribution of Palestine refugee children 
receiving education as of May 1954. As a rough rule of the thumb, it may be 
estimated that about 24 percent of the total refugee population is between the 
ages of 6 and 14: 
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1 The highest registration was reached in December 1953 when 96,417 pupils were registered in elemen- 
tary and secondary classes in UNRWA-UNESCO schools. The decline in registration between December 
and June is mainly due to pupils being withdrawn to assist with the harvest. 


HOUSING 


Approximately one-third of the refugees live in UNRWA camps. The remain- 
der live in the villages and cities of the area, often with relatives and usually 
by choice. 

A great improvement has been made in camp conditions in recent years. By 
March 1954 only 32 percent of the camp population was housed in tents, whereas 
the proportion had been 39 percent in February 1953 and 87 percent in March 
1951. Many refugee camps are increasingly taking on the appearance of estab- 
lished villages, with school buildings, workshops and community facilities. Some 
refugees, the Bedouin, continue to live in tents as a matter of preference. 

There has been some recent increase in refugee requests to enter camps, and 
action was begun in 1954 to provide for both an increase and improvement in 
camp accommodation. This new construction has been substantially completed 
in Gaza but is still in progress in Jordan, Lebanon, and Syria. 

Even though living conditions have been improved for a large number of refu- 
gees, there are still many with inadequate shelter. This is in part, at least, due to 
the unwillingness of some of the refugees to accept anything but the most tempo- 
rary type of accommodation, apparently because they feel that an improvement 
in their living conditions would somehow prejudice their chances of eventual 
repatriation. 


Mrs. Boron. Inasmuch as the Jordan waters problem is not settled 
and may not be for some little time, the 200,000 refugees who are 
anticipating resettlement in Jordan must still remain as a part of the 
800,000 to a million Arab refugees? : 

May I ask whether there has been a lessening in the reluctance of 
the refugees to agree to a resettlement program ? 





MUTUAL SECURITY ACT OF 1955 293 


Mr. JerNEGAN. I think in Jordan the way isclear. The Jordanians 
are quite agreeable to it. The Egyptians have agreed to the Sinai 
project. 

Mrs. Bouton. What about the refugees themselves ? 

Mr. JerNEGAN. There is no way to be absolutely sure at this point 
until you can go to them and say, “Here is a place to go.” People w — 
[have talked to from UNRWA believe, on the basis of such evidence a 
they have, that when a concrete prospect is offered they will take it. 

Mrs. Boron. Does that mean they have given up their idea that if 
they were to do such a thing they would be acknowledging the exist- 
ence of the State of Israel ? 

Mr. JernecaN. They haven’t given up the idea that they want to 
return to their original homes by any means. I don’t think that they 
would be prepared to say that they acknowledge the existence of the 
State of Israel. I think, as a practical matter, they have come more 
toa frame of mind that they can’t do anything about it, and therefore 
they should do the best they can. 

Mrs. Bouron. Israel has made no gesture to bringing them back to 
their homes? 

Mr. Jernecan. No. Her position is that she cannot accept any 
refugees except those that may be connected with families living in 
Israel. 

Mrs. Bouron. Has she made any gesture of compensating payments ¢ 

Mr. JerneGan. Only general offers from time to time, that she 
would at the appropriate moment be prepared to give compensation. 

Mrs. Bouron, It has not arrived ? 

Mr. JerNEGAN. It is linked with a settlement with the Arabs on 
general matters. The argument is that Israel is suffering from an 
economic boycott by the Arabs, among other things, that it is there- 
fore not possible and also not reasonable for her to pay compensa- 
tion when the Arabs themselves are making it impossible for her to 
do so. 

Mrs. Bouron. You would say by and large there has been a definite 
improvement in the last year in the general situation of the area? 

Mr. JeRNEGAN. Yes, taking the area as a whole I think there is. 

Mrs. Botron. The fact that we are treating it as a regional area 
has been helpful ? 

Mr. JerNEGAN. I think so. There is one point I should have men- 
tioned in my opening remarks, one evidence of progress. That is the 
moves made by the states in the area toward a defensive arr angement 
among themselves. The pacts they have entered into, which seem 
likely to lead to the adherence of other states in the area such as the 
Turkish-Iraqi Pact and the Turkish-Pakistan Pact. 

Mrs. Bouron. What will that do to the Israeli attitude? 

Mr. Jernecan. I wasn’t talking specifically about American or 
other military assistance to the area. I was thinking more of the 
political groups getting together. It is true, however, that Israel 
has complained about these pacts as isolating her further from the 
region. 

She has complained about American military aid to Iraq, which is 
the only Arab State to which we are giving aid. We don’t feel this 
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has in fact threatened Israel. On the contrary, we think it is rather 
an assurance to her to have Arab States such as Iraq linked with 
states like Turkey and Great Britain, which quite obviously are not 
enemies of Israel and are not going to engage in adventures against 
her. 

Mrs. Bortron. I have no further questions at the moment, Mr. Chair- 
man, thank you. 

Mr. Gorpvon. Mr. Jarman. 

Mr. Jarman. The question I have, Mr. Chairman, deals with the 
technical assistance program, in which I have had a great interest, 
in terms of long-term possibilities. I would be interested in any com- 
ments that Mr. Jernegan or Mr. Seager could make as to whether the 
program has been what you have expected, or better or worse, to date. 

Mr. Jernecan. I would only make the very general comment that 
I think after a slow start it is now going pretty well in most, if not 
all, the countries of this area. Mr. Seager is, however, more expert 
than I. 

Mr. Sracer. I would speak most affirmatively in response to that 
question. The programs have been effective. Anybody who has been 
around the area and watched the programs as they have grown, been 
around the area as T have during the past 6 months, would be most 
heartened by the visible signs of the progress that has been made. 

To be more specific, I might recall to your mind the program which 
has received perhaps more publicity than many others, that in Iran, 
where I believe our contribution was a major factor in keeping that 
country on this side of the Iron Curtain, and where perhaps most sig- 
nificantly our program consultations with our opposite numbers in the 
Government of Iran, and the conduct of our technical assistance pro- 
gram in that country, continued uninterruptedly throughout the 
chaotic period of the Mossadegh regime and the change of government 
thereafter. 

Actually, some of the Iranian ministers who attended the weekly 
joint meetings between the Iranian Government and ourselves, walked 
out of one of our meetings and fell into the hands of the police who 
were waiting to arrest them. The Zahedi government came in that 
same day, and the committee work went on just as it had done up to 
that point. I might cite, as I think I will in my short narrative state- 
ment, other examples of spectacular progress that have been made. 
Ethiopia is one of my favorites. I think there, in the heart of Africa, 
remarkable progress is being made from the technical assistance point 
of view. Ispeak with prejudice. 

Mr. Gorvon. Dr. Judd? 

Mr. Jupp. I note that for the third successive year you have been 
able to reduce the aid to Israel [security deletion]. That is not in ac- 
cordance with the predictions a year or so ago, that Israel is not eco- 
nomically viable, in effect, that she had no future. It is another case 
where we underestimated the possibilities in a country where there 1s 
the will to do things for themselves. I think that is a most encourag- 
ing thing. 

I was surprised to see that while the aid to Israel was going down. the 
aid to Eeypt—no, it went up last year but it is down this year? [Se- 
curity deletion. | 
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Mr. Seacer. That is right. The ratio in Israel is even greater than 

you suggest. Three years ago our program was in the dimensions of 
2 million. [Security deletion. ] 

" JERNEGAN. The Israeli economy, as you say, has made great 
strides. They have brought the inflation under control, which was the 
source of great worry 2 or 3 yearsago. Of course, it is still not viable 
in the strict sense of the word, but their imbalance in payments has 
dropped from 8 to 1 to 3 to 1 in the last few years. ‘They are receiv- 
ing, of course, German reparations, plus the contributions of the Jewish 
World Community and American aid. [Security deletion. | 

Mr. Jupp. Is the bulk of Israel’s budget still going for defense 
purposes ¢ 

Mr. Jernncan. A substantial portion of it. 

Mr. Seager. I have it, but I don’t know if the military figures are 
too reliable. 

Mr. Dorsey. To the best of our knowledge, a considerable portion 
still does go for defense. 

Mr. Jupp. Not so high a proportion in Egypt ¢ 

Mr. Dorsey. That is right. 

Mr. Jupp. That is the sine qua non for them to move ahead to greater 
fiscal and economic well-being ¢ 

Mr. JERNEGEN. Yes. 

Mr, Seager. 30 to 35 percent of their budget figure is given here as 
being devoted to that. 

Mr. Pau. That may not be entirely reliable. 

( Discussion off the record.) 

Mr. Gorvon. Are there any further questions of Mr. Jernegan / 

Mr. Jupp. I want to go into the Greece thing again. The Greek 
Ambassador has been up calling on all of us. He feels that his coun- 
try is not being given proper assistance this year. He mentions the 
earthquakes, which you also refer to here; the fact that they have to 
pay so much for guarding their 600-mile border, that while the Yugo- 
slav part of it is more secure, the Albanian and the Bulgarian parts 
require them not only to maintain a large standing army, but also 
their gendarmerie, their local militia to prevent infiltration that goes 
on constantly ; and the fact that they had to raise their governmental 
salaries because of the devaluation of their currency. So their budget 
is less in balance. All put together, he feels we are cutting them too 
thin. Do you want to discuss that ? 

Mr. Jernecan. Yes. I think in view of the successive natural ca- 
tastrophies they have suffered, it may be that the amount of money that 
vs have programed in fiscal 1955 and which we have requested for 
1956 is a little bit on the low side. As a matter of fact, we have as a 

result of the earthquake recently analyzed the picture and have now 

decided to give to Greece out of this year’s fiscal 1955 money, an addi- 
tional $7.5 ‘million in mutual secur ity funds, and probably about the 
same amount under Public Law 480, agricultural surplus commodities 
to help br “— this gap caused by the disaster. 

For 1956 I don’t think we are prepared to forecast definitely that 
more than $15 million will be required. However, it seems quite pos- 
sible. If so, we would plan to transfer funds either from some other 
fund or we would hope to be able to draw on the $100 million con- 
tingeney fund that is requested in this bill. 
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Mr. Seacer. This decision is subsequent to the visit of the Ambas- 
sador to your office. 

Mr. Jupp. Does he know about this $7.5 million ? 

Mr. JERNEGAN. He was to be informed today. 

Mr. Seacer. It isa very recent decision. 

Mr. Jupp. Maybe his visit was productive. He will probably get 
a promotion. me 

Mr. Jernecan. I would like, if I may, to call attention to another 
country which may be in the same condition, namely, Turkey. These 
estimates were made up a long time ago. Subsequently, we have had 
very urgent appeals from Turkey. We have been carrying on rather 
lengthy discussions both in Ankara and in Washington on the subject 
of their economic condition. We have recently, it was announced in 
yesterday’s paper, agreed to find an additional $30 million in fiscal 
1955 funds to tide them over. 

I think there again it is likely, if we are to enable Turkey to main- 
tain the sort of forces she is now maintaining, and which we want to 
see maintained, and if she is going to go forward even on a modest 
scale with her development, that we will have to find some additional 
funds over and above the $70 million requested here in fiscal 1956. 

Mrs. Bourton. Is that not partly due to her overeagerness and the 
fact that her eyes see more than her hand can grasp? 

Mr. Jernrcan. Yes. She has gone ahead, in our opinion, too fast, 
trying to go too far too fast, to undertake an exaggerated rate of de- 
velopment, extend too much credit, pay too high prices internally for 
agricultural products, which she has then been unable to sell in the 
world market. 

Mrs. Botton. Will the new Ambassador be helpful ? 

Mr. JeRNEGAN. I haven’t met him. We hear good things of him. 

Mr. Jupp. Their new Foreign Minister Zorlu, is a good man, isn’t 
he? He seemed to do a swell job at Bandung. 

Mr. Jernecan. He is a hard bargainer, I may say. We have been 
talking to him here. We haven’t as yet seen eye to eye with the 
Turkish Government as to just what they should do. They still feel 
that they should go ahead on a larger scale than we think is war- 
ranted. We are not prepared to accede to their request for a $300 
million loan. [Security deletion.] Also, we don’t think it would 
achieve the purpose as long as they persist in their present [security 
deletion] policies. We think, however, we can come together at a 
middle ground, and that middle ground will require some additional 
funds. 

Mr. Jupp. I was told that this Turk over at Bandung was the spark- 
plug behind the Ceylon man’s strong stand vis-a-vis Chinese com- 
munism. Do you have any information to that effect ? 

Mr. Jernecan. I hadn’t heard that. I would be inclined to doubt 
it. Sir John Katelawala is the kind of man who would go off that 
way on hisown. He doesn’t need much inspiration. 

Mr. Sracer. He is as outspoken as Jamali of Iraq. 

Mr. Jernecan. There is no question that the Turkish delegation 
was outstanding. 

Mr. Jupp. I think the sentiment of the country and Congress 1s 
for giving more to these countries that have the will and resolution not 
only to build up their military establishments but to move ahead at 
the maximum speed in improvement of their living conditions. There 
isn’t any question but what Congress would lean forward in giving 
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them more and lean backward on giving the feet draggers less. While 
[think you are right in not supporting them in going whole hog—they 
can't build even Ankara in a day let alone Istanbul—I would go more 
than halfway in meeting them in bargaining rather than the other 
vay. They have done a yeoman’s job in that part of the world. 

Mr. Gorvon. Are there any further questions / 

Mr. Jarman. In Greece and Turkey, what are they paying their 
privates in their army per month at the present time ? 

Mr. Jernecan. I am afraid I don’t have that information. 

Mr. Jarman. I had heard it was less than a dollar. 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF MILITARY 
ASSISTANCE, DEPARTMENT OF DEFENSE 


Colonel Crrrz. That is probably correct. I will get it for you. 

Mr. Gorpon. We have a statement by Mr. Seager. 

Mr. Seacer. I can submit that for the record. 

Mr. Gorvon. Without objection, we will insert that in the record. 

(The statement referred to is as follows:) 

Mr. Seacer. Mr. Chairman and members of the committee, for 
Africa and the Near East, $309 million is being requested in new 
wuthorizations and appropriations for carrying out the purposes of 
ihe mutual security program in fiscal year 1956. 

This amount consists of $102.5 million for defense support pro- 
grams in Greece, Turkey, and Iran; $73 million for development as- 
sistance programs in the Arab States and Israel; $65 million for a 
program of assistance to Palestine refugees; and $41 million for tech- 
nical cooperation programs throughout the Near East and Africa. 

Except for the Palestine refugee programs, these proposals repre- 
sent a continuation of programs started in prior years on a scale some- 
what reduced from the level of the fiscal year 1955 programs. The 
expanded Palestine refugee program grows out of the consultations of 
Ambassador Eric Johnston with the governments of the Arab States 
und Israel regarding the division of the waters of the Jordan River 
and undertakings to resettle permanently the refugees so long home- 
less as a result of the Palestine War of 1947. 

This region embraces a vast territory and includes populations of 
dissimilar customs, cultures, and creeds. The common characteristic, 
however, is a low standard of living for most of the people in each of 
the countries. This represents both a danger and an opportunity for 
the United States Government. The danger consists of the political in- 
stability attendant upon low living standards in an awakening region; 
the opportunity, in United States identification with their own efforts 
\o improve living standards. 

From our standpoint, it is encouraging to find universal rejection 
on the part of local governments of communism as a form of political 
fe and as a means for solving economic problems. Further than that, 
during the past year several of the governments, notably Pakistan and 
Iraq, have strengthened their ties to the West through mutual defense 
igreements. United States objectives during the past year have been 
(urected toward increasing the degree of stobility in the area, toward 


‘sisting the nations of the area to cooperate in political, economic, 


a TF 1 y i I iti 
and security matters, and toward increasing economic, political, and 
military strength. | 
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This past year has been a year of progress and setback; on balance 
however, one of progress. On the plus side have been, notably, the 
position taken by our friends and allies at the Bandung Conference: 
the firm alinement of Ir: iq and Pakistan with the Western World jy 
common defense; the liberal and progressive attitude of the Aral 
States concerned regarding Ambassador Johnston’s Jordan Valley 
proposals; and the settlement of the [ran oil and the Suez Canal dis. 
putes. As a partial offset to these favorable developments must be 
recorded the continuance of the tragic border incidents between Israe| 
and its neighbors; the economic difficulties that have been encountered 
by our stanch ally, Turkey; and the continued unrest in north Africa 
The continuation of United States aid programs as a means for 
resolving the political tensions through opportunities for a better way 
of life not only serves our own interest in the common struggle agains 
international Communist imperialism but is an expression of our 
traditional concern for the less fortunate peoples of the world. 


ARAB STATES AND ISRAEL 


One of the tragedies of the postwar period is the fact that a 
attempt to solve the problems of the Jewish refugees around the world 
has resulted in the creation of a new refugee problem i in the Middle 
East. An aftermath of the Arab-Israel war is the tragedy of thow 
hundreds of thousands of Palestine Arab refugees who now live in 
tents, fed and clothed by the UNRWA. The magnitude of the prob 
lem is as challenging as rehabilitation programs are time consuming. 
Sixty-five million dollars is requested for fiscal year 1956 as the United 
States contribution to UNRWA cash requirements during that 
period. Anticipated contributions from other Governments will total 
$30.4 million. These funds will be used for both relief and resettle- 
ment programs as described in our formal submission to the commit: 
tee (vol. 1, p.191). 

Seventy-three million dollars is requested for continuation of the 
regular development assistance programs in the Arab States and 
Israel. United States objectives in that region cannot be achieved 
without maintenance of economic development at a pace beyond the 
capacity of the separate countries to fund with their own resources 
In Egypt, United States aid has stimulated improvement of the road 
and rail transportation systems and that country’s supply of potable 
water is to be increased; in Jordan, irrigation works, afforestation. 
road building and community development are being financed in 
part out of United States development assistance; and United States 
aid to Israel over the past 4-5 years has been a critical factor 1 
assimilation of refugees while Israel pushes ahead with an ambitiou: 
economic development program. 

To continue the technical cooperation program for the Arab States 
and Israel we are requesting $15.6 million. Important gains have 
already been made. In Iraq, for example, a country w ith oil reve- 
nues of its own to finance major economic development projects, 

American technical guidance has been welcomed as a means of insur- 
ing full use of that country’s capital resources. In Lebanon, an eng 
neering blueprint has been prepared for the development of the re- 
sources of the Litani River. In both of these countries and in Egyp' 
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Jordan, Libya, and Israel, United States agricultural technicians are 
helping increase food availabilities by training local extension agents, 
advising on irrigation projects, and demonstrating better breeding 
methods for livestock. Health technicians are being trained; and 
technical advice and demonstrations are being provided in the field 
of education. 


Greece, TuRKEY AND IRAN 


One hundred two and a half million dollars is being requested for 
defense support programs for Greece, Turkey, and Lran. United 
States assistance to Greece, started in 1947 when the Communists 
attempted to overthrow the Government, has proved strikingly suc- 
cessful. Improvements in both the economic and defense areas have 
been accomplished in an orderly manner with United States aid. The 
Greek Government continues to display wisdom in the uses to which 
aid funds are put and determination to maintain, to the limit of its 
resources, a position of strength in the free world. It is tragic that 
these brave people and their economy have been afflicted by the recent 
severe Volos earthquake, the second such serious occurrence in 2 years. 

Turkey, while making gains in military strength, has pressed for- 
ward with dev elopment. of basic facilities, production of energy, ex- 
panded rail and highway transportation, port construction and agri- 
cultural productivity. However, heavy military commitments and an 
economic development program too ambitiously pursued have placed 
an increasing strain on the economy of that country. The situation 
is rendered the more serious in consequence of a severe drought in 1954. 

United States aid has enabled Turkey to increase its defense poten- 
tial and has provided tools, equipment and raw materials for Turkey’s 
industrial production. Assistance has been given for power develop- 
ment, port construction, and improved mining facilities. The fiscal 
year 1956 proposed program totals $72.5 million, including $20 million 
for direct forces support, $50 million for defense support and $2.5 
million for technical cooperation. 

[ran’s position has been improved during the past year as a result 
of settlement of the oil issue. However, determination to enhance 
the strength of its security forces while fulfilling the expectations of 
its population for a rising standard of living throw heavy strain on the 
country’s resources. Revenue from oil is beginning to accrue but 
operations will not reach full scale until 1957 and the Government will 
not be able to maintain its defense establishment, meet the needs of 
its civil service, and continue essential economic growth without in- 
terim external aid. 

For Greece, Turkey, and Iran we are requesting $13.5 million to 
continue the technical cooperation program ; $10 million is for Iran, 
Where the program’s activities have achieved measurable success. 
Malaria, for example is no longer the country’s most serious health 

problem. In 3 years it should be v irtually wiped out. Iranian 
ee are getting larger and better crop yields from improved seed 
and irrigs ation methods. Thousands of Iran teachers have been given 
their first training in modern teaching methods in agriculture, home- 
making, and vocational skills. Espec cially important is the fact that 
the Iranian Government has assumed increased administrative respon- 
sibilities for some of these projects. Next year’s program for Iran 
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will represent a continuation of activities in agriculture, health, and 
education and will provide for further assumption of administrative 
responsibilities for some of these projects. Next year’s program for 
Tran will represent a continuation of activities in agriculture, health, 
and education and will provide for further assumption of administra- 
tive responsibilities by the Lranian Government. 

The Greek Government proposes to expand the present program in 
agriculture and industrial training and to continue programs in pub- 
lic administration and labor training. 

In Turkey the program will concentrate on developing Turkey’s 
training facilities in public administration, agriculture, engineering, 
and other fields. 

Africa: Continued and increasing attention needs to be given to 
the Continent of Africa, whose future potential in terms of human 
and material resources is vast. United States aid has been extended 
to the independent countries of Liberia, Libya, Ethiopia, and Egypt, 
to which last reference has already been made; aid has also been given 
to the dependent African overseas territories. A program of tech- 
nical cooperation in Liberia has been in active operation for several 
years and headway has been made in teaching Liberians to utilize 
most effectively the resources of their country. 

Technical and developmental assistance have been extended to 
Libya. The development assistance grant followed upon conclusion 
of the Military Base Rights Agreement and will encompass a wide 
variety of projects designed to facilitate the economic development 
of this young nation. 

The use made by Ethiopia of United States aid has been striking. 
Agricultural improvement and extension centers and an agricultural 
technical training school supervised by Oklahoma A. & M. teach- 
ers and technicians have achieved unusual success. <A civil service 
training program has been launched and all ministries of the Gov- 
ernment have cooperated wholeheartedly in securing improvement of 
the Public Administration Service. A nationwide health program has 
achieved beneficial results, the development of resources is being pur- 
sued, and help is being given to the Government in creating conditions 
that will attract foreign investment to a country that gives promise 
of having a rich future. 

Mr. Gorpon. Do you gentlemen have any questions to ask Mr. Sea- 
ger? Mr. Jarman. 

Mr. Jarman. Would you state the amount Turkey is paying its 
army privates per month? 

Colonel Crrrz. I will get that information for you and have it ready. 

Mr. Seacer. I can assure you that the figure is a low figure. The 
custom in Turkey and Greece is for the soldier to get his keep, his 
uniform, all found in other words, plus a little for cigarette money 
and so forth. We will get the figure for you. You will find it isa 
very low figure. 

Mr. Jarman. Yet their morale is good and they are excellent fight- 
ing men. 

Mr. Seacer. They have a superb tradition. A Turkish soldier 
has never expected to be paid for the service that he renders to lis 
country. 

Mr. Jarman. Is that true of the Greeks? 
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Mr. Seacer. To much the same degree. 

Mr. JARMAN. Thank you. 

(A classified memorandum was subsequently furnished to the com- 
mittee replying to Mr. Jarman’s inquiry.) 

Mr. Gorpon. Thank you, gentlemen. Should there be any fur- 
ther questions by members of the committee, you will be available? 

Mr. Seacer. At all times. 

Mr. Gorvon. The committee stands adjourned until 10:30 tomor- 
row morning. 


(Whereupon, at 5:15 p. m., the committee adjourned. ) 
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TUESDAY, JUNE 14, 1955 


House or REPRESENTATIVES, 
CoMMITTEE ON ForeiGn AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to adjournment, in room G-3, United 
States Capitol, at 10:40 a. m., Hon. Thomas 8S. Gordon presiding. 
Mr. Gorpon. The committee will come to order. We will continue 
the hearings on the proposed Mutual Security Act of 1955. 
This morning I have the honor to pinch-hit for our chairman, as 
he is appearing before the Rules Committee on some of our legislation. 
This morning we have with us Mr. Henry F. Holland, Assistant 
Secretary of State for Inter-American Affairs, and also Mr. M. N. 
Hardesty, of the Foreign Operations Administration. 
Mr. Holland, do you have a statement you wish to make on this 
legislation ? 
Mr. Hoxtzianp. I have, sir, a written statement and with the indul- 
gence of the committee I would like to place it in the record. 


STATEMENT OF HON. HENRY F. HOLLAND, ASSISTANT SECRETARY 
OF STATE FOR INTER-AMERICAN AFFAIRS 


Mr. Hotianp. I am glad to have this opportunity to appear before 
the Committee on Foreign Affairs in behalf of the proposed mutual 
security program for Latin America for the next fiscal year. 

The program which we are requesting includes the following: $30 
million for the bilateral technical cooperation program; $1.5 million 
as the United States contribution to the technical cooperation program 
of the Organization of American States; $38 million for development 
assistance; and an undetermined portion of the funds requested for 
the worldwide military assistance program. 


BILATERAL TECHNICAL COOPERATION PROGRAM 


_ Under this program our objective is to cooperate with Latin Amer- 
ican countries, whenever they request us to do so, and offer to pay 
their fair share of the costs, in demonstrating how, with the aid of 
modern technology, they can improve the utilization of the resources 
available to them to further their economic development and financial 
stability. 

rhe Latin American countries have, in general, the human and 
atural resources to continue and even intensify the impressive rate 
of economie activity which prevails in most of the area. 
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Most of the funds that are now going, and which will continue to 
go, into the development of these resources must be from their ow) 
savings, though at the Rio Economic Conference in November 1954, 
we indicated that the United States is willing to help increase the 
amount of public capital available to the Latin American countries 
which are in a position to devote such capital to productive uses. 

It would be impossible for the United States to assume responsi- 
bility but we are in a position to carry out on a cooperative basis 
pilot projects in certain technical fields which can be expanded throug), 
the efforts and at the expense of the host countries and which ai 
make a substantial contribution to their development. 

In carrying out the technical-cooperation program we are motivate) 
not only by humanitarian considerations. We are also motivated by 
the belief that it is economically profitable to the United States to assis 
in economic progress and stability in Latin America, in the manner 
and to the extent provided for in the program. 

Strong and prosperous Latin American countries encourage mu- 
tually advantageous two-way trade between Latin America and the 
United States. 

As a part of this improved trade relationship, we obtain additional 
raw materials needed for additional consumer goods for their people 
and capital equipment and supplies which are essential to the success 
of their economic development programs. Our economy become: 
stronger and more dynamic just as do theirs. Technical cooperation 
is therefore good business. 

The program can also be brought to bear in such a way as to lead 
to an improved utilization of Latin American resources that are a 
great many times as large as the amount spent in technical coopera- 
tion and in this manner can give great impetus to the economic in- 
provement of the area. 

Through our cooperation with the Latin American countries in 
demonstrating on a limited scale how modern technology can be ap- 
plied, our Latin American neighbors become able to utilize new tecl- 
niques on a much wider scale if they so choose. Thus, the program 
is a relatively inexpensive way under which we can assist our Latii 
American neighbors to exploit their existing assets more efficiently. 

The program also has a number of secondary results which are bene- 
ficial. These include the following: 

As the Latin American countries become stronger economically, they 
become better able to resist communism. 

The economic cooperation involved in the program is the basis for 
increased cooperation in virtually all other fields. 

The program creates greater good will toward the United States 0! 
the part of the people who can understand and appreciate the extent 
to which their material welfare is improved, with our cooperation, * 
a result of the program. 

The request for $30 million for fiscal year 1956 represents an increase 
of approximately $4 million over the amount available for the progral 
during the current fiscal year. I believe it desirable that this relativel) 
small increase be authorized for fiscal year 1956. 
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TECHNICAL COOPERATION PROGRAM OF THE ORGANIZATION OF 
AMERICAN STATES 


This program is largely limited to the establishment and support 
of regional training centers to which all participating governments 
may send persons for technical education. It thus offers an oppor- 
tunity for technicians and leaders from the American Republics to 
meet together for technical training and at the same time exchange 
information on problems common to the countries represented. 

Training projects are limited to fields in which present facilities in 
Latin America are inadequate or nonexistent. Care in coordination, 
both in the field and in Washington and New York, is exercised to 
assure that projects do not duplicate activities of the United States or 
United Nations technical-assistance programs. 

Under the program, no assistance is given to individual countries, 
but all participating countries may benefit from each project. At the 
present time, the program includes seven projects giving instruction in 
the following subjects: economic and financial statistics, housing, 
training of teachers for rural normal schools, evaluation of natural 
resources, child welfare, improvement of agricultural methods and 
rural life, and animal husbandry—hoof and mouth disease. 

The purpose of the peagness is to help the Latin American countries 
train technicians in the fields indicated so that the technicians may 
serve as instruments through which economic productivity in Latin 
America may be increased through improved technology. 

The program is especially important in that it provides an oppor- 
tunity for all the American Republics to participate, using their own 
funds, in a cooperative hemisphere effort to improve economic con- 
ditions. 

Apart from its economic objectives, the program promotes coopera- 
tion and understanding among the other American Republics. 

Our principal reason for supporting this program is that it is a 
priority activity of the Organization of American States, the support 
of which is an important aspect of United States policy toward Latin 
America, The program was supported fully by the 10th Inter-Ameri- 
can Conference held in Caracas in March 1954 and by the Rio Eco- 
nomie Conference held from November 22 to December 2, 1954. It 
was endorsed by Dr. Milton Eisenhower in his report on United 
States-Latin American relattons which was made to the President in 
November 1953. 

DEVELOPMENT ASSISTANCE 


_ The initial estimates for development assistance included $21 mil- 
lion, but subsequently it became evident to the Senate that this amount 
would be insufficient because of additional requirements in Bolivia, 
Guatemala, and Haiti which were unforeseen at the time the initial 
estimates were prepared. 

Because of these additional requirements, the Senate authorized $38 
million. The executive branch supports the increased amount. It is 
presently planned that the $38 million would be used as follows: 

(a) $20 million would be used for the program of development 
assistance to Bolivia which began in November 1953 and which is in 
addition to the regular technical-assistance program in Bolivia. The 
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purpose of this program is to enable Bolivia to obtain the food sup- 
plies needed to assure that minimum food requirements will be met, 
and to begin to diversify its economy so that its dependence on 
minerals exports, principally tin, may be reduced. 

The ultimate objective is the development in Bolivia of a stable 
economy, able to provide the essential requirements of the people of 
the country without the necessity of external aid. The country’s 
presently available resources are not sufficient to achieve this. The 
Bolivian Government has a carefully developed plan prepared with 
the assistance of United States and United Nations technicians, to 
overcome this condition and achieve a stable situation. It will con- 
tinue to be dependent upon imported foods, however, for which it can- 
not fully pay with the foreign exchange it earns until the development 
program is considerably more advanced than at present. 

We are now at a point in the program at which considerable sums 
have been invested in Bolivia, and much progress has been made, but 
the full fruits of our efforts are yet to be realized. 

Of the $20 million requested for development assistance for Bolivia 
for fiscal year 1956, approximately $12 million will be utilized for the 
purchase of foodstuffs in the United States, and the remaining $8 mil- 
lion to provide agricultural machinery and equipment and other items 
to be utilized in connection with the program. 

The foodstuffs will meet the threat of hunger and avert possible 
starvation. The counterpart funds generated by the sale of the food 
shipments will be used to further the program, which, in order to be 
successful, must also include the $8 million of agricultural equipment, 
supplies, and other items. 

The aid given Bolivia under this program has helped and continues 
to help to avoid hunger and chaos. That is the principal reason why 
the Department supported the program initially, and why the Depart- 
ment continues to consider it essential. 

In addition, the program has been of great assistance in maintain- 
ing economic and political stability in Bolivia, and in aiding the 
Bolivian Government to counteract Communist pressure. It is my 
belief that as long as these objectives are being achieved the United 
States should be prepared to continue to extend aid to Bolivia until 
Bolivia is in a position to finance its development program alone. 

(6) Fifteen million dollars would be used for the emergency pro- 
gram of assistance to Guatemala which began during the latter part 
of 1954, and which is in addition to our technical cooperation program 
and our assistance, through the Bureau of Public Roads, to the Inter- 
American Highway in Guatemala. 

The development assistance program in Guatemala is intended to 
meet acute economic problems faced by the anti-Communist govern- 
ment headed by Col. Carlos Castillo Armas, which took power in July 
1954 as a result of a successful revolution against the pro-Communist 
Arbenz regime. 

The Arbenz regime left behind it a stagnant economy, growing un- 
employment, an empty treasury, and a burden of heavy internal debt. 
making it necessary for the new administration to look to the United 
States for help to tide it over the crucial months until normality }s 
restored and its long-term development plans begin to have their effect 
in mobilizing the country’s considerable economic resources. A decline 
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in the prices of coffee, Guatemala’s principal export, has recently in- 
tensified the administration’s economic difficulties. 

To help reduce immediately the critical pressure of unemployment, 
during the latter part of 1954 the United States provided Guatemala 
with an emergency grant of $3.2 million for immediate public works. 
This sum is being spent entirely on the Pacific Coastal Highway, a key 
link in Guatemala’s communication network. 

An additional $12 million grant was allocated to the Roosevelt Hos- 
pital in Guatemala City, to help purchase equipment to put in oper- 
ation one wing of this partially completed project. At the same time, 
the United States has resumed its cooperation on the Guatamalan sec- 
tor of the Inter-American Highway, and through the United States 
Bureau of Public Roads, has allocated $1,425,000 of United States 
funds to be spent on it this fiscal year at the prescribed ratio of 2 
United States dollars for each Guatemalan dollar of expenditure. The 
United States is meanwhile carrying out a greatly expanded program 
of technical assistance in Guatemala to aid the Government in exe- 
cuting its long-term plans. 

Present information shows that at the end of the current fiscal year, 
the Castillo government will be unable to assume on its own the cost 
of the emergency works projects already begun with United States aid. 
The projects cannot be abandoned under the present circumstances. 
The Department is therefore supporting the request for $15 million 
for economic development aid for Guatemala for fiscal year 1956. 

I am confident that the potential for economic development in Guate- 
mala, and in Bolivia, which I discussed earlier, is such that these coun- 
tries will be self-sustaining within a short period of time. 

(c) Three million dollars would be used to continue the program of 
temporary emergency assistance to Haiti which began during 1955 and 
which is in addition to our technical cooperation program in that 
country. 

Because of the damage caused to Haiti by the hurricane last October, 
the United States has found it necessary to extend a limited amount, 
about $34 million, of development assistance, and to provide about 
$2 million worth of surplus agricultural commodities, to Haiti during 
the current fiscal year. The development assistance funds are being 
used primarily to help repair irrigation systems and rehabilitate farm- 
to-market roads and coffee plantings which were devastated during 
the hurricane. , 

secause of the advent of a period of extended drought, the slow re- 
covery from the effects of the hurricane and the severe shortage of 
foreign exchange resulting partly from the reduced coffee crop, it ap- 
pears essential that our program of emergency assistance to Haiti be 
continued in fiscal year 1956. Three million dollars of development 
assistance funds are required for this purpose. These funds would be 
used, as the development assistance funds are being used during the 
current fiscal year, primarily to help repair irrigation systems and 
rehabilitate farm-to-market roads and coffee plantings. 


MUTUAL DEFENSE ASSISTANCE PROGRAM 


_ The purpose of the military assistance program in Latin America 
is to fulfill the United States military objective of improving the abil- 
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ity of Latin American countries to participate in missions important 
to the defense of the hemisphere. 

Equipment, and training in its use, which the United States grants 
to Latin American countries under the program, are supplied in ac- 
cordance with bilateral military agreements. Such agreements have 
already been concluded with 11 participating countries: Brazil, Chile, 
Colombia, Cuba, Dominican Republic, Ecuador, Haiti, Honduras, 
Nicaragua, Peru, and Uruguay. 

Negotiations were initiated June 10, 1955, with the Government of 
Guatemala looking toward the conclusion of an agreement with Guate- 
mala. These agreements come within the framework of the Inter- 
American Treaty of Reciprocal Assistance, which established the prin- 
ciple that an attack upon one party to the treaty constitutes an attack 
upon all. 

The agreements are also in furtherance of the resolution on inter- 
American military cooperation adopted at the fourth meeting of Con- 
sultation of Ministers of Foreign Affairs which urged the American 
Republics to orient their military preparation toward the common de- 
fense of the hemisphere, rather than to confine it to the defense of 
their individual countries. 

The State Department supports this program because it is a means 
by which the other American Republics share in the responsibility for 
discharging certain roles in the defense of the hemisphere. Another 
important reason for our support is that the program is a means of 
encouraging greater cooperation in the military field among all of the 
American Republics. 

To summarize, gentlemen, the program recommended to the con- 
mittee this year contemplates $30 million for bilateral technical coop- 
eration programs in Latin America, a million and a half dollars con- 
tribution by the United States to the technical cooperation program 
of the Organization of American States, $38 million economic develop- 
ment assistance as well as an undetermined amount of the fund 
requested for worldwide military assistance. 

With regard to the bilateral technical cooperation programs, as | 
have often said when I have had the opportunity to meet with this 
committee, a basic objective of this Government in the economic field 
of Latin America is to do those things which will be effective to make 
a positive contribution to the establishment of strong, stable, self- 
reliant economies in each of the other American Republics. 

It is my judgment that the bilateral technical cooperation programs 
contemplated under that heading, are a very effective means to 
approach that objective that I have just defined. Through those pro- 
grams, I believe that we assist other members of this American family 
to utilize more effectively and more broadly the human and natural 
resources with which these countries have been endowed. I believe 
it is fair to say that through these programs we enable Latin America 
to utilize available human and natural resources which are adequate 
to sustain and even to intensify the really impressive rate of economic 
development that, happily for all of us, exists in most parts of this 
hemisphere. 

It is true in urging support for this program, we are motivated in 
part by humanitarian purposes, but I think that we should recognize 
in honesty that the basic motive behind our support of these programs 
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in this hemisphere is the conviction that the interests of our own peo- 
ple are vitally and, to a very important degree, furthered, if, in the 
other American Republics, we have the kind of economies, strong and 
self-reliant, and sturdy that I have referred to. 

Through these programs that we make available to the other Amer- 
ican Republics, to the degree they request, and to the degree that they 
are willing to finance in part through their own contributions the 
technical knowledge and accumulated experience that we may have 
and might be useful in their particular environment, to the degree that 
we make that available to them, you might say we capitalize on the 
willingness and determination that I believe exists in each of these 
countries to work and to seek through self-discipline, the economic 
aspirations of each of the peoples of the American Republics. 

[ am impressed by the fact that through these programs, a given con- 
tribution on our part makes possible the more effective exploitation 
and use of resources in the other countries that usually vastly exceed 
the amount of our contribution, or of the combined contributions of 
the two governments. 

I believe that I have had an opportunity in the past to mention to 
the committee my convictions that, aside from these basic purposes in 
this program, there are some secondary results which are nevertheless 
important and beneficial to our people. One of them that I have had 
occasion to mention is the fact that, as we assist in the achievement of 
this basic economic goal and as the other American peoples achieve 
their aspirations in this field, they become more able to resist the un- 
ceasing efforts of the international Communist conspiracy to penetrate, 
to subvert, and to invade governments of this hemisphere. 

As we achieve experience in close and effective and constructive coop- 
eration through these programs, we strengthen our ability to cooper- 
ate with the other members of this American family in many other 
aspects of our international relationships. 

I believe very strongly that the habits of collaboration and of joint 
effort formed through these programs are exceedingly important in 
every phase of our relations in this hemisphere. 

Lastly, it is entirely proper to refer to the fact that our interest and 
our willingness to assist in these fields contributes importantly to the 
creation of that kind of good will between our Governments and our 
peoples that serves the finest purposes of the foreign policies of every 
one of the American Republics. 

This program of $30 million for the technical cooperation program 
represents an increase of approximately $4 million over the levels 
established last year, and I submit to you that in my judgment that 
increase is entirely justified. 

[f I may pass to the item of one and a half million dollars for the 
iultilateral programs for the Organization of American States: 

I would like to reiterate the conviction that I have expressed upon 
other occasions to this committee, that the importance of those pro- 
grams vastly exceeds the amount of money involved. 

As you know, the Organization of American States is comprised of 
all the American Republics. A very basic objective of the foreign 
policy of the Government of the United States is to strengthen the 
Organization of American States and to make of it an effective tool for 
ull the 21 American Republics; to make of it a joint organization that 
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is capable of meeting and grappling with, on an effective and high 
moral basis, the very difficult problems that must from time to time 
come before it. I refer, among others, to the actuations of the OAS 
last January when the unfortunate occurrences arose in Costa Rica. 
The OAS, as you know, conducts a series of, I believe it is seven pro- 
grams, which has as its purpose the training of technicians who come 
from all interested American States to participate in those training 
programs. The technicians then go back to the countries from which 
they came, to utilize and apply the technical training that they have 
acquired at the centers maintained in various parts of the hemisphere 
by the Organization of American States. Those programs and the 
technicians trained in them have, I believe, done a very excellent job, 
judged from the technical standpoint. In addition to that, these afford 
us another field in which all of the American states, each contributing 
its share to the cost of the programs, can actively participate in a func- 
tion that involves real work and that offers the opportunity of real 
accomplishment. 

As I see it these programs are a very fine feature of the inter-Ameri- 
can system and the $1.5 million that we propose as our contribution to 
them is money exceedingly well spent from the point of view of our 
Government. 

I come, if I may, to the item of $38 million for developmental 
assistance. 

The initial estimates which are set out in the draft of the bill before 
this committee, contemplated $21 million in this item. Because of 
events that occurred subsequent to the drafting of that bill, it became 
apparent to those of us who share responsibility in this field that that 
amount of money was inadequate. The Senate, as you know, after 
hearing the discussion and the testimony on this subject, increased that 
amount of $21 million to $38 million, and the executive branch of the 
Government supports that increase authorized by the Senate and feels 
that it isa wise and prudent increase. 

Mr. Morano. Did that additional $17 million clear the Bureau of 
the Budget ? 

Mr. Hotianp. I am advised by experts present that the answer is 
yes. 
Mr. Morano. Before the Senate acted or after ? 

Mr. Houtianp. After. 

Mr. Morano. I am glad to know that the Bureau of the Budget 
acquiesced to an action taken by a part of the Congress. 

Mr. Hoxtzanp. It is planned that the $38 million would be utilized 
as follows: $20 million would be utilized in the development assistance 
program in Bolivia. The money will be used to obtain the food sup- 
plies essential to meet the minimum requirements of the Boliviai 
yeople and the program in Bolivia as I stated when I discussed the bil! 
fast year has as its objective the establishment in that country of a! 
economy which will enable the Bolivian people to sustain themselves 
without outside assistance. A stable economy which will meet not only 
the minimum food requirements of those people, but also the minimu! 
requirements to make it possible for them to diversify their economy, 
to supply more of the essential needs of the Bolivian people. ; 

Of the $20 million that I have referred to, about $12 million woul! 
be used to purchase foodstuffs here in the United States and the re 
maining $8 million to provide agricultural machinery and equipmen! 
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essential, of course, for them to be successful in their effort to feed 
themselves. 

Since I had the pleasure of being here last year, there has been, as 
you know, a very important development in the economy of Bolivia, 
and that is that the Cochabamba-Santa Cruz Highway, which connects 
jor the first time, effectively, the high, inland plateau, where most of 
the people live, with the Santa Cruz area, which is a broad and fertile 
agricultural region of the country. That highway has been completed 
and the agricultural development that is going on in that fertile agri- 
cultural region will impress you enormously and will inevitably, within 
a reasonably short period of time, contribute very effectively to meeting 
the food needs of the Bolivian people, needs which traditionally have 
been satisfied through an importation of food from abroad. 

I think that it is proper to emphasize with the members of the com- 
mittee the fact that these programs of economic development in Bolivia 
have contributed most effectively to maintaining the economic and 
political stability in Bolivia, without which stability the people of 
that country cannot go forward to reach the position where they are 
self-sustaining, without outside assistance. 

I believe that it is not in the least excessively optimistic to say that 
if the progress that has been made heretofore in this field is continued 
in a normal and wholesome manner, within the next short while, the 
Bolivian people will achieve the ability to stand on their own feet and 
to sustain themselves without outside assistance. 

The economic and human resources of that country fully justify the 
propheey that it is able to sustain a substantially larger population 
than presently occupies it, and at a substantially higher level of liv- 
ing standards, 

Of the $38 million of economic development assistance, $15 million 
is destined for Guatemala. There it would be used to meet the very 
difficult and acute economic problems that confronted the liberation 
government headed by Col. Castillo Armas, which ejected the Com- 
munist-dominated Arbenz government about this time last year. 

As you know, the Arbenz government left a trail of wreckage be- 
hind it in that country. The economy had stagnated, the treasury of 
the country had been pilfered. A burden of unjustifiable internal 
debt had been settled upon the Guatemalan people and the problems 
with which the liberation government had to grapple when it came 
Into power were staggering. That government has met those prob- 
lems with courage and with enormous industry, and with considerable 
resourcefulness. 

't is our determination—one I am sure which is shared by the Con- 
gress—to make an effective contribution to assisting that liberation 
government to attain political and economic stability, and to continue 
the progress that it has achieved thus far toward the economic re- 
habilitation of that country. 

_Gruatemala, as I have said before to this committee, is a country 
like Bolivia, whose human and natural resources abundantly justify 
the conviction that it can have a sound economy that can support sub- 


stantially larger populations and at a substantially higher standard 
of living. 


It is my conviction that the government is progressing courageously 
and with considerable self-discipline and energy along the lines that 
are the proper lines to achieve that end. 








312 MUTUAL SECURITY ACT OF 1955 


Mr. Carnanan. I want to ask if the present government of Guate 
mala will have as adequate a budget in the current year to meet all of 
its many problems as a democratic government, as the Communist 
regime had in its last year in office 

Mr. Hotianp. You put your finger on a very important point, Mr. 
Carnahan, One of the considerations which guided our thinking in 
producing the figures that appear in the bill that is before you with 
respect to this type of assistance in Guatemala was the conviction that 
the Castillo Armas government should have access to it, resources 
which would enable it to match the type of government actively in the 
economic field that the Communist government was able to achieve in 
its last year in power. 

As you know, the last year in power of the Arbenz government co- 
incided with the period when coffee prices went so very high, and that 
produced really a windfall in governmental income to that regime. 

Likewise, that government had the benefit of and disposed of the 
proceeds of the internal indebtedness saddled upon the people of 
Guatemala—two factors that have not prevailed during the time that 
the existing liberation government has been in power. 

Therefore, Col. Castillo Armas and his government have been put 
to it to find sources of governmental income that will enable them not 
only to meet, but to exceed the activities of the Communist govern- 
nient in the area of public works and things of that nature. 

After the budgets of this nature had been prepared here in the Gov- 
ernment, the prospects for income to the Castillo Armas government 
were diminished. It became apparent that, owing to the drop in the 
price of coffee, and certain llher exports from Guatemala, that the 
income of that Government would be reduced from those sources by, | 
believe, approximately $11 million. That made it, in our judgment, 
essential to contemplate an increase in economic development assist- 
ance to Guatemala, of approximately $10 million, and the Senate did 
that when it added the $17 million for economic assistance in the 
hemisphere because it contemplated that $10 million of that would go 
to Guatemala. 

Mr. Gorvon. Mr. Holland, do you contemplate also shifting some 
of the money from another fund in this program to take care of this 
Guatemalan situation ¢ 

Mr. Hotianp. No, sir, the funds that we scheduled for Guatemala, 
with the additional $10 million voted by the Senate, will in our judg- 
ment be adequate to achieve the purpose indicated by Mr. Carnahan. 

Mr. Gorvon. Gentlemen, I think we will let the Secretary proceed 
with his presentation and then we will go on with the 5-minute rule. 

Mr. Hotuanp. There is an item of $3 million in the economic-assist- 
ance bracket that we feel will be needed in Haiti during the coming 
year. We all remember the hurricane that devastated substantial por- 
tions of that little ae That hurricane has been followed by a 
brutal drought which has made it very difficult to begin even the 
replacement of the crops and food sources which were devastated by 
the hurricane. We feel that during the coming year to maintain mini- 
mum standards for the people of Haiti, it will be necessary to contem- 
plate an additional $3 million of developmept assistance which will be 
used largely for foodstuffs, for the repair of washed-out irrigation sys 
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tems, for the replacement of washed-out farm-to-market roads and for 
the replacing of coffee plantings that were destroyed by the hurricane. 

I might add, of course, in my judgment, that $3 million amount to 
which I have referred, is adequate for the purpose I have indicated, 
and is genuinely needed for that purpose. ' 

The last item under the bill to which I would like to refer is the item 
of military assistance. The purpose of that program in this hemi- 
sphere is to improve, as you know, the ability of the other members of 
this American family to discharge useful and indispensable functions 
in the event that it should become necessary to defend this hemisphere. 
The equipment and the training in its use that we furnish to the other 
American Republics is furnished under bilateral military agreements 
that have now been signed with 11 of the other 20 Republics. These 
agreements fall within the framework of the Inter-American Treaty 
on Reciprocal Assistance, that establishes that key principle in this 
hemisphere that an attack on one member of the American Republics 
shall be considered as an attack upon them all. This program in my 
judgment—but I do not want to arrogate to myself any pretentions to 
authority that I do not have—there are military people here who can 
tell you a lot more about it than I can, but from the point of view 
of the Department of State, this program is a key and crucial feature 
of the inter-American system because it demonstrates that a system of 
21 American Republics can cooperate effectively in the political field, 
through the Organization of American States; in the economic field 
and in the military field, and in my judgment, establishes an example 
of close, constructive, and effective cooperation between free nations. 

Those are my remarks. I fear that perhaps my summary of my 
written statement may have been longer than my written statement 
and I ask that you pardon me for imposing on your patience. 

Mr. Gorpon. Thank you very much, Mr. Secretary, for your very 
magnificent statement and now we will proceed under the 5-minute 
rule and the members may ask questions if they have any in mind. 

Mr. Chiperfield. 

Mr. Currerrretp. Mr. Secretary, thank you for your very con- 
structive statement. 

As you know, a group of us just returned from Costa Rica, Guate- 

ala, San Salvador, and so on. I think I can speak for the group 
when I say we were very much impressed by the representation that 

have in those countries. We have very fine Ambassadors, as well 
is Chargé Tom Mann, who is in Guatemala, and incidentally, we 
heard many fine things about you. 

In the general discussion of your program, we found that progress 
was being made in the point 4 program. I think I speak for al] the 
embers of the group that we all were impressed by the multilateral 
programs. We went out to see the Institute of Agricultural Sciences 
n Costa Riea; we spent several hours there and I think everyone who 
Was there would say it is a fine, united effort. 

Mr. Hottanp. That is an inspiring thing. 
Mr. Curperrtetp. It is an inspiring thing. 

There was great interest in the Inter-American Highway, but that 
does hot come under this particular jurisdiction. 

What I wanted to talk to you more about was the situation in Guate- 
mala. The chargé with his staff briefed us on what they contemplated 
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doing if they received additional money. I thought it was $9 million 
extra but we can go into that in detail as we discuss the bill. 

One of the things that they were going to do was to build a roadway, 
They pointed it out on the map. 

I think Guatemala is an exceptional case, but I think we ought to 
comment on the situation, Mr. Secretary, so that we establish the fact 
that we are not setting up a precedent in these matters. 

It seems to me—I am not trying to make a statement here, just 
trying to get your expression—but it seems to me that a country has 
to become Communist and then the government change back in order 
to get extra funds. We do it in this case and we have done it with 
Tito in Yugoslavia, for example, and it is a poor way of getting addi- 
tional amounts and I think you agree with that, in general. 

When some of the conferences came along, Costa Rica, long our 
friend, got up on its feet and helped us. Here is Guatemala that was 
going against us, and now that the situation is reverse we are helping 
her. 

I am wondering if that will not make these other countries wonder, 
“What is the use of being a good boy if that is all we are going to 
get out of it?” 

Would you comment. on the general expression I have made? 

Mr. Hotianp. I will be happy to, Mr. Chiperfield, and I think 
those are thoughts that occur to any thoughtful and penetrating mind 
that is brooding on these problems. 

I think the answer to it lies in these considerations: Before the Rio 
economic conference, I had an experience that was simply invaluable 
to me. I had the opportunity to visit the 10 South American capitals 
and the capital of Mexico—11 countries, there to discuss with the 
Presidents of those countries and with the principal officers of those 
governments our policies with respect to the economic area of our re- 
lations in this hemisphere. I sought their views, because, believe me, 
we rely very heavily on the advice, the counsel, the thoughts, of the 
statesmen who guide the governments of the other American Re- 
publics. 

Mr. Gorpon. Excuse me. I must leave briefly to answer the roll- 
call. 

Mr. Carnahan will preside. 

Mr. Hotianp. We would not be wise if we did not seek the council 
of the sound and experienced governments represented by those people. 

It was really inspiring to me to find that not a single one of those 
governments is interested in grant aid from the United States. In 
these countries we have industrious people. In these countries, we 
have progressive economies. In these countries we have governments 
and people capable of self-discipline and resourceful effort, and they 
uniformly expressed their opposition to grant aid in this hemisphere 
and their interest, instead, in general, in trade and in helpful, symp 
thetic access to sources of financing on long term, practical, sound 
terms, for projects in which they are interested. 

Mr. Curerrrietp. Mr. Secretary, I think your statement is als 
borne out in the point 4 program. We started out practically 90 and 
100 percent in some countries and gradually our share has gone dow! 
and their share has gone up. 

I can understand why we should help in the Inter-American High 
way, but to build a separate road just to build up the economy of * 
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country, I think is going rather far. While point 4 with its advice, 
technical knowledge, et cetera, in ordinary situations is fine, when you 
start building these projects—and there has been too much of it, not 
only in South America but in India, Egypt, the Jordan, and so on— 
then you are getting into worldwide WPA. That is one of the things 
we want to avoid, if we can. It will be better to base our help by 
long-term loans, as you say, that are sound. 

| will tell you one other thing that I think we learned down there. 
It was mentioned to me that one of the groups that helped more in 
the resistance movement than anything else were these market women 
n the market places. They were little capitalists and they were not 
afraid of the government or anybody else. I think a few thousand 
dollars could be used in helping some of the market places. 

Some of the things they told me those market women did were re- 
markable. Just keep that in mind and maybe show a little apprecia- 
tion for what they have done. 

Now, I don’t want to take any more time because the committee will 
be better represented in a minute, but 1 just wanted to say we were 
impressed with the work that was being done and I think it is a field 
in which we can continue cooperation and get a good deal back for it, 
for ourselves and those countries. 

I think it has paid dividends in better understanding between the 
countries we visited, and the more we know about our neighbors the 
better off we will be. 

Mr. CarnaHAN (presiding). We will proceed under the 5-minute 
rule as the members return from this rollcall. 

I would like to proceed a little further with Guatemala. As Mr. 
Chipertield said, a committee recently visited four of the South Amer- 
ican countries, as you know. Costa Rica, Nicaragua, E] Salvador, 
and Guatemala. 

It seems to me, particularly in Guatemala, we found there a govern- 
ment being administered by a wonderful group of men, and I do not 
think I have found a group anywhere as strongly devoted to the 
democratic ideas as are those people in Guatemala. 

It appears to me that since they are so determined to do the sort 
of thing that we would like for everybody to do throughout the 
world, that we ought to certainly give every reasonable attention to 
that country. 

So far as I am personally concerned, I hope that the present govern- 
ment in Guatemala will be in position to have at least a budget equiv- 
alent to the budgets the Communists have. 

_I was impressed particularly with their determination to do things 

through democratic processes. 

_ They said to us when we were there if the going gets hard, it would 

ve easy for us to resort to violence, but we are determined that we are 
ing to do it that way. We are going to make the democratic 

processes work. 

Certainly we ought to, as I have said, give every reasonable encour- 

ent to those folks in Guatemala. That was the reason for my 


m wondering if the figures as presented in the bill were based 
‘ofee prices at what they are now or what they were a few weeks 
© past, and what is happening to the prices of coffee? 


62245 = 21 
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Mr. Hoiianp. The original figure of $5 million was determined, 
Mr. Carnahan, at the time that the price of coffee was higher than it 
now is. 

Mr. CarnaHan. Are coffee prices still going down / 

Mr. Hotianp. Since that time, the price of coffee has dropped and 
it is not dropping further, at this time. But at its present levels, 
the loss of income to the Government through taxes on this com- 
modity are, as I have indicated, estimated to be approximately $11 
million, partially offset by additional income from other sources, and 
the increase in economic development assistance granted by the Sen- 
ate—of course, you cannot be absolutely precise in these -alculations, 
but it is our conviction that the increase authorized by the Senate in 
economic development. assistance to Guatemala, will accomplish this 
purpose: It will give to Col. Castillo Armas that amount of money, 
that amount of Government income, which, together with income 
from other sources, will enable him to go forward at a constructive 
and successful rate with his program to rehabilitate the economy of 
that country. 

Mr. Curperrieip. I did not want to indicate by my remarks that 
anything that is reasonable or what is necessary to be done should not 
be done, but just what you have said and the question the chairmen 
asked, indicates that this is an exceptional case. 

You cannot base it on coffee or you will have a sliding scale. It is 
9 million for example now, and by the time it gets to the Senate it 
is $11 million. It isan unusual situation. We cannot base our aid on 
prices we have in other countries. 

Mr. Hontanp. Mr. Chiperfield, you are exactly right and I do not 
think there is any mis: .pprehension i in the minds of any of the people 
here as to your very genuine interest in the problem of Guatemala. 
You have expressed it too many times. 

I believe it is entirely accurate to say there is not a leader in the 
Guatemalan Government who does not look forward to the time when 
it will not be necessary for that Government to receive any grant assist- 
ance from this Government; who does not look forward. confidently 
to arriving very quickly at a stage when that people, whose spirit is 
typified by those market women to whom Mr. Carnahan referred, 
when those people can stand on their own feet and sustain their own 
economy. 

Mr. Currerrietp. That is right. 

Mr. Carnanan. There is indeed an unusual cirenumstance in 
Gruatemala. 

Mr. Hotianp. That 1s correct. 

Mr. Carnanan. It is the first instance where a people on their own 
initiative have thrown off a Communist government and have estab- 
lished a democracy. 

Mr. Hotianp. It is the first instance in the world. 

Mr. Carnauan. To me, that is certainly very, very important. 

I do not think anything should stand in the way of our giving en- 
couragement to that pilot- plant experiment. Whether it is the price 
of coffee or the Inter-American Highway, or a supplemental road, or 
aid to the market places, or whatever it is. It seems to me that it is $0 
important that certainly we must give every possible encouragement 
to see that those people make a go of it on their own. 
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Of course, I do not think we should extend aid to the extent that 
we will be unduly influencing anybody, anywhere. They should be 
left to-their own determinations. To me it certainly is a glaring ex- 
ample of a case that should get very, very careful consideration. 

Mr. Gordon, I have had my turn. 

Mr. Gorpon (presiding). Mr. Merrow. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Secretary, we are glad to have you with us. You have made 
a very excellent presentation. 

In Latin America, it seems to me, that it has to be considered as aii 
overall economy. Iam very much interested in the attempts to bring 
about economic cooperation so that, at least in the economic field, they 
could have a unity of action. 

It seems to me that one of the things that is needed throughout the 
area is a credit system, an investment of capital, and investinent of 
venture capital. 

Under present circumstances, that seems difficult to bring about. 

Now, do you think that they can get together, economically so that 
they can develop policies of action which will be of encouragemeni 
for capital to go into that area? That would help tremendously in the 
development. , 

I would like to hear you comment on that. And also, the establish- 
ment of some kind of a credit system, That seems to be needed tre- 
mendously. 

Mr: Hotianp. There are so many things I want to say in response to 
that, that 1 do not know which one to say first, so I will not tackle 
these points in any order of importance. 

First, it is a source of great satisfaction to all of us to see that the 
commerce between the other American Republics, the Latin Ameri- 
can Republics, grows annually. That is a very wholesome thing. 

For centuries the tendency was that the commerce of each country 
would be directed primarily to particular outside countries. Little at- 
tempt was made to foster commerce between them. Obviously, that 
Was a great deterrent to economic development. The tendency is most 
wholesome now. Particularly I have been heartened to see that as 
land communications are established between the small Central Ameri- 
can countries, immediately there is truly a startling increase in the 
amount of economic interchange between them. Each is simply geo- 
graphically too small to exist prosperously as an isolated economy. 

I am sure every member of the committee knows that one of my 
obsessions is the Inter-American Highway. As highway communica- 
tions are established between those countries, the business interchange 
between them goes up very rapidly. 

Now, you have indicated the necessity for new capital formation 
in the Latin American Republics. That is very necessary. The rate 
at which new capital is being formed is, in comparison with other areas 
of the world, very favorable. It is very favorable. Remember, we 
are not dealing with economic cripples in this hemisphere. These 
are countries who are progressing very rapidly. They are under- 
developed in the sense that their resources, human and natural, will 
sustain vastly greater development. They are progressing toward that 
development, and I say that if underdevelopment means that they have 
not anywhere near approached their maximum development, then, 
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happily, they and we are underdeveloped countries. There are yo 
cripples in this hemisphere. There are countries—as Bolivia, as Haiti 
as Guatemala—that have gone through trying emergency but tem, 
porary crises. But in the whole, ours is a prosperous hemisphere and 
a progressive hemisphere. I would like never to lose sight of that, 
because it completely colors your thinking and you are dealing jn go 
many of the fields of international relationships. 

I said a moment ago that it should be a source of pride to us and 
to them that so many of the governments have expressed an unwill- 
ingness to accept grant aid. They have a great and keen interest in 
access to sources of financing for sound projects. Seeking to make our 
contribution in that field, the Government of our country just about 
this time last year evolved a new policy with respect to the activities 
of the Export-Import Bank. That.bank has assured Latin America, 
or rather this Government has assured Latin America that through 
the Export-Import Bank, we will do our utmost to satisfy every 
application for an economic development loan that is sound, that re- 
lates to a project for which capital is not reasonably available from 
private sources, because we are not trying to replace private enterprise, 
a project for which capital is not reasonably available from the Inter- 
national Bank, because that is a splendid institution and has performed 
brilliantly. 

That assurance, Mr. Merrow, means that no project relating to 
economic development will go unsatisfied in this hemisphere for lack 
of funds, and it means that the activities of the Export-Import Bank 
will in the future considerably be controlled by the Latin American 
peoples themselves because it is they who determine, of course, the 
volume of sound loans that are sought from the bank. The results 
of that policy are inspiring. 

I do not have the figures and if you will permit me to supplant them 
with correct figures in the event I make a mistake, I will shoot from 
the hip. May I dothat? 

Mr. Merrow. Yes. 

Mr. Hottanp. It is most easy to compare the 5 months’ period— 
the first 6 months of 1954—with the 10.5 months elapsing from July 
1, 1954 or the 914 months, through April 15, 1955. 

If I am not wrong the credits authorized by the Export-Import 
Bank in that first 6 months’ period, amounted to approximately $40 
million for Latin America. And the credits authorized by the Ex- 
port-Import Bank during the 914 months immediately succeeding the 
announcement of this new policy, were approximately $380 million, 
demonstrating that it was not just talk and that this Government 1s 
in good faith and energetically seeking to make its contribution to 
the establishment, as I say, of stronger, more sturdy and self-reliant 
economies throughout the hemisphere because it is in our interests to 
be flanked on the south and on the north, with strong nations, with 
sturdy economies. 

Mr. Gorpon. We have the Flag Day program going on at the pres- 
ent time. What is the wish of the committee? Shall we recess or 
keep going? We have another meeting at 2 o’clock, you know. We 
have more witnesses who wish to testify. 

I think this program will last about 45 minutes. 
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Mr. Rapwan. Some of our committee is being represented on the 
floor at the present time, and I think the meeting should continue. I 
would make a suggestion that we should continue. 

Mr. Gorvon. What is the pleasure of the rest of the committee? 

Mr. Morano. It is all right with me. Anybody who wants to go, 
can go. 

Mr. Gorvon. Go ahead, Mr. Secretary. 

Mr. Hotianp. This committee has always shown a very keen and, 
I think, constructive interest in the legislation authorizing the execu- 
tion of investment guaranty agreements, with the Latin American 
countries. In the year that has elapsed since we were here on this 
same subject last year, our Government has had very constructive con- 
ferences with a number of the interested Latin American Governments 
on this subject, and investment guaranty agreements have been exe- 
cuted with Costa Rica, Ecuador, Guatemala, Haiti, and Peru. Negoti- 
ations are now well advanced with several additional countries. . It is 
my belief these agreements will offer an additional incentive to the 
making of new investments and the formation of new development 
capital in the other American Republics. 

Mr. Merrow. Do you think that $200 million should be increased 
in guaranties ? 

Mr. Hotianp. No, sir, I do not. I believe it is adequate for the 
purpose at this time. 

Mr. Merrow. I was talking with a Guatemalan businessman down 
there. He pointed out that it was difficult to get money from a local 
bank. That it had to be covered by gold. If you wanted $25,000, you 
had to put up $25,000 in gold to get it. It seems to me that credit 
system ought to be revised, somehow. 

I wonder if the local banks in this country, if the banks are get- 
ting more liberal. Certainly that is conservative enough. 

Mr. Hotuanp. I believe we are making a contribution in that area. 
At the time, as a result of the contribution of FOA, there is a mis- 
sion of banking, fiscal, tariff experts in Guatemala, working with the 
Guatemalan Government, on this problem that you refer to and other 
problems falling within that general field. 

Mr. Merrow. Isn’t that ultraconservatism in the banking fraternity 
hindering development ? 

Mr. Hotitanp. You ask me whether ultraconservatism in the bank- 
ing Deena hinders development? 

es, 

Mr. Merrow. Am I correct in drawing the conclusion that the bank-. 
ers are ultraconservative through those countries? Is that right? 

Mr. Hotxanp. If you will pardon me, sir, and I am not trying to 
evade your question, I would rather not comment simply because I 
do not believe I am prepared to comment in general terms. 

Mr. Fuuron. 25, 30 to 35 percent interest is not very conservative. 

_ Mr. Merrow. Even though they are getting help from the outside, 
it strikes me that there ought to be a new attitude on the part of the 
banking fraternity in these countries, to facilitate development. 

Mr. Hottanp. I believe that the trend should be toward more lib- 
eral banking practices, and our observance, sir, is that while it is not 
uniform in every country—you would not expect it to be—the gen- 
eral trend is toward more liberalism in banking practices, and I be- 
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lieve sincerely that the policy for the Export-Import Bank that I haye 
referred to is exerting a substantial influence in that direction. 

Mr. Merrow. Thank you, Mr. Chairman. 

Mr. Gorvon. Mr. Fulton, do you have any questions? 

Mr. Futton. Yes. 

You have spoken, of course, of the guaranty agreements with various 
countries. How many guaranty contracts are in force in Latin 
American ¢ 

Mr. Hotzianp. I would be glad to comment on that if you want me 
to, but I would like to make this suggestion: Mr. Hardesty of FOA 
has been responsible for the conduct of the program in this field and 
is more able to discuss it in detail than I. 

Mr. Futron. Would you please have somebody give me the amount 
in dollars of the guaranty contracts in force in Latin America at the 
present time, and then as of November 1, last year. 

Mr. Hotzianp. Would you like for us to take time to put that in 
now or do you want that supplied for the record ¢ 

Mr. Furrton. I think he could come up with it. I do not think 
there are any. I might as well give you the answer I think is proper. 
We have made the country agreements but there are no actual guaranty 
contracts in existence in Latin America today. 

Mr. Hotzianp. AsI understand, there are practically none. 

Mr. Futron. The United States has built its foreign policy in Latin 
America on the Milton Eisenhower program for Latin America issued 
in November 1953, and on the report of the Johnson Committee, of 
September 24, 1954, to President Eisenhower, which was the work of 
the President’s Committee for Foreign Economic Development, and 
resulted in the committee report called, An Economie Program for 
the Americas. Why was neither report implemented or even men- 
tioned in the Chief of the United States delegation’s speech when he 
went to Latin America for the Rio Economic Conference ? 

Here were two projected plans: One a Milton Eisenhower plan 
and the other the plan of the President’s own Committee. It was 
issued within 60 days of Mr. Humphrey’s speech and there was no 
mention of either one of them as such, nor of the implementation of it. 

Was it because there had been, as was rumored, some sort of dispute 
behind the doors in the executive department and they decided to 
move away from both the Eisenhower report and the Johnson report‘ 

Mr. Hottanp. I am not being the least facetious, sir, when I tell you 
that I cannot tell you why Mr. Humphrey did not say something in 
a speech that he made. I do not know. 

Mr. Furron. There is some question on why he did not say we 
would implement those basic proposals in United States foreign policy. 

Mr. Hotianp. I cannot say why he did not put something in his 
speech and I repeat, I am not trying to be facetious when I make that 
statement, 

Mr. Futon. You spoke of the good work of the Export-Import 
Bank. 

We, in Congress, increased the authorization of the Export-Import 
Bank from $4,500 million, to $5 billion to increase its scope. [am 
one of those who favor this expansion and naturally expected the 
authorized money would be used. As of November 1954, out of the 
$5 billion authorization of the Export-Import Bank, $2,800 million 
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of it was unplanned, unprogramed, and unused. | understand dur- 
ing the current fiscé al year, another $400 million is coming due in rotat- 
ing loans, which would mean, probably, $3 billion out of the $5 bil- 
lion, unprogramed, unplanned, and unused. 

Now, these Latin American friends are also our best United States 
customers. While the total has gone up at the urging of some of us 
from under 100 million to, you say now, 3369 million being programed, 
that is almost nothing, compared to what Congress wants used for 
constructive projects for the development of South America and Cen- 
tral Americs 

One of the problems I heard in South America was that some of the 
projects coming in from the Latin American area were not adequately 
gotten up and they were having trouble getting good projects that 
were well prepared. 

We must view Latin American development loans under all the 
circumstances where there is desperate need, where these natiors are 
our best customers and where in many of our industrial areas such as 
mine, the Latin American people cannot afford to buy necessary equip- 
ment from us, so that we have high unemployment. Why isn’t there 
a much bigger use of the Export-Import Bank authorization, so that 
we get really into operation for $1 billion worth of new projects in 
Latin America ¢ 

I suggested that figure for industzial development of Latin Amer- 
ica at the time of the Rio Economic Conference. The United Na- 
tions Economie Commission had recommendec $1 billion for Latin 
America, 

I am making this comment so that it can be taken into considera- 
tion in policy formation, as I believe that the whole Western Hemi- 
sphere is the field of our greatest possible development. 

Secondly, these are friends and are our best customers. ‘Thirdly, 
new development. loans to South America and Central America will 
help our unemployment in our industrial areas, here in the United 
States, 

Fourthly, it will help keep a good portion of the business for the 
United States, instead of having Germany, Japan, France, Britain, 
and Italy moving in so strongly. We in the United States should 
aim to keep a fair share of business in South America and Central 
America, 

To show you particularly, there was a barge contract that was 
being canceled recently simply because of the lack of future convert- 
ability guarantee. There was a good company selling and a Latin 
American country agreeing to buy these United States items. Can- 
cellation was going to cause 500 more employment in my area, and 
then a European country was going to move in and complete the con- 
tract. This all was occurring because financial negotiations could 


not be worked out for the earlier years of the contract, but the later 
ve; 7 


| hope the Government will assist in implementing some of these 
vood contracts so that it isn’t always the case as in Brazil, where they 
are facing a delinquency and a default before they are bailed out for 
iaybe $60 million, or $75 million. 
I would like the Department, if it will, to consider the investment 
opportunities immediately in South America, with a view to imme- 
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diate expansion. We people in Pittsburgh would like to sell airbrake 
equipment, electrical equipment, road-building equipment, mining 
equipment. We would like to sell every kind of a piece of equipment 
to Brazil, because we think they are good pay, and we know they have 
never defaulted, but because of the dollar exchange problem, we are 
shut out from selling Brazil and many other countries. 

Where will the International Finance Commission fit in this pro- 
gram? That is a proposed authorization of $100 million where the 
United States puts up $35 million in cash, and there will be 29 or 30 
other participating countries. If IFC is going to be a subsidiary 
under the International Bank for Reconstruction and Development, 
won’t Congress lose control of it? Once we put the money in IFC 
don’t we lose control of it and of the policy in using the contributed 
funds for development. Thank you, very much. 

Mr. Gorvon. Mr. Radwan 

Mr. Rapwan. Thank you, Mr. Chairman. 

Mr. Secretary, coming back to the Milton Eisenhower report, are 
you satisfied that the administration is carrying out the recommenda- 
tions contained in that report ? 

Mr. Hoiianp. Before answering your question, let me make one 
statement with respect to the remarks of the gentleman who preceded 
you. Iam sure he would want me to correct what I am sure was an 
inadvertent reference on his part to default on the part of Brazil. 

The Brazilian Government has not defaulted in any obligations but 
has demonstrated a very mature and admirable attitude toward its 
fiscal obligations. 

Mr. Fuuron. I agree, but they certainly have been strained on dollar 
requirements by our United States policy in the Latin American area 
at times. 

Mr. Hoiianp. With regard to the Milton Eisenhower report, I 
would like to say that I consider that report one of the finest docu- 
ments of its kind that I have ever read. 

I have said over and over and over again in my speeches that it 
abundantly justifies the very small amount of time that it takes for 
any citizen to read that report. 

The analysis that he makes of our relations in the hemisphere, in 
the four fields—first, the cultural field, the political field, the economic 
field, and the brief remarks on the military field, are searching and 
well thought out. The recommendations with which he concludes are, 
in the main, I believe, guideposts for the policy of this administration 
in that area. 

So that it won’t look like a commercial plug, I think you should 
allow me to make these remarks off the record that will follow. 

Mr. Gorvon. Off the record. 

(Discussion off the record.) 

Mr. Hotuanp. I believe what I have said rather fully answers your 
question. , 

Mr. Rapwan. I concur wholeheartedly in your opinion of the Eisen- 
hower report, except there are those of us—and I might look a little 
to my right—who have our misgivings as to whether or not there has 
been some behind-the-scenes dissension on the report. 

Mr. Hoixanp. I am sure that within this Government as in every 
government, within the American people, as within every thoughtful 
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people in the world, you will not find unanimity of opinion on any 
subject. I believe, however, that the policies of our Government in this 
hemisphere, as I have just said, follow the guidelines of the Milton 
Eisenhower report, a report which I consider an exceedingly valuable 
and constructive document, that reflects the thoughtful product of a 
number of keen and penetrating minds. 

Mr. Rapwan. No further questions, Mr. Chairman. 

Mr. Gorpon. Mr. Morano—— 

Mr. Morano. Thank you, Mr. Chairman. 

First of all, I would like to get a very brief opinion from you about 
what you believe to be the importance of the Central-American area, 
with regard to the political, economical, and cultural and military 
relationships with the United States. 

Mr. Horianp. Because of the number of the Central American 
countries, because of their active interest and participation in world 
affairs in the United Nations, because of the difficult nature of the prob- 
lems with which they are all faced, because of their proximity to us, 
because of their proximity to exceedingly important installations in 
the hemisphere—for all those reasons—I believe that the Central- 
American area is exceedingly important, not only to the United States 
but toevery American State. 

I am sure that I express the views of this committee when I say, 
or I hope I express the views of this committee when I say that so 
close have become the political, economic, cultural, and military ties in 
this hemisphere, that the time is past when any state can be faced with 
an unsolved problem that prejudices the interests of its people; the 
time has passed when any American State can be faced with such a 
problem, without each other state having a direct and very real interest 
in seeking a means of making some effective contribution, at least, to 
the diminution of that problem. 

I believe it is entirely accurate to say that the views I have expressed 
with regard to the importance of the Central American States are 
views shared by all the other American republics. 

Mr. Morano. Is the Department doing everything it possibly can 
regarding the improvement of conditions in Central America? 

Mr. Hotitanp. It is my conviction, sir, that we are. 

I am not here on that subject, but with your indulgence, I would like 
to say just 2 or 3 words about the importance to that area of the Inter- 
American Highway. Do you mind if I do it ? 

Mr. Morano. We know of your interest in the Inter-American 
Highway. . 

What I want is this, I believe Central America has been neglected 
to some degree in the past and perhaps the Guatemalan incident 
brought to light the added importance of that area, and I just wanted 
to be absolutely certain that the Department was fully aware of the 
situation and doing everything it possibly could. 

Mr. Hotnanp. I believe, sir, our constant interest in that area is 
sufficient. 

Mr. Morano. There is $30 million for a bilateral technical cooper- 
ation program. Is every American state participating in that bilater- 
al program, that $30 million ? 
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STATEMENT OF M. N. HARDESTY, REGIONAL DIRECTOR, OFFICE 


OF LATIN AMERICAN OPERATIONS, FOREIGN OPERATIONS 
ADMINISTRATION 


Mr. Harpestry. We have 19 of the 20 Latin American Republics, 

Mr. Morano. Which one is not ? 

Mr. Harpesry. Argentina is the only Republic not participating in 
the program. 

Mr. Morano. What is the reason for that ? 

Mr. Harpesry. We have never had a contract with Argentina to 
establish bilateral technical assistance. They have never expressed a 
desire to have it and as you know, sir, we do not furnish bilateral 
technical cooperation with any nation except on its request. 

Mr. Morano. Let’s come to the $1.5 million as the United States 
contribution to the technical cooperation program. 

Isevery Latin American state par ticipating in that ? 

Mr. Harvesty. The Organization of American States? The Or- 
ganization of American States is what you mean ? 

Mr. Morano. Yes. 

Mr. Harpesty. Yes. 

Mr. Morano. Including Argentina / 

Mr. Harvesry. Yes. Argentina isa member. 

Mr. Morano. Are they all paying their dues? 

Mr. Hoxianp. They all are; yes. 

Mr. Morano. Are any of them behind in their dues? I would like 
the record to show that. 

Mr. Hotianp. We have a table we can put in and it reflects that 
the record of payment is good. 

(The table referred to is as follows:) 
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Mr. Morano. Now we come to the $38 million for development as- 
sistance. Are all the Latin-American states being furnished develop- 
ment assistance ? 

Mr. Harvesty. Only three, sir, Bolivia, Guatemala, and Haiti are 
the only three countries. 

Mr. Morano. You broke it down before. Let me hear it once again. 

Mr. Hotiann. Twenty for Bolivia; fifteen, Guatemala, and three for 
Haiti. 

Mr. Morano. In the past year, are those just the three countries? 

Mr. Harpesty. In fiscal year 1954, Bolivia was the only recipient of 
development assistance. In fiscal year 1955, we are carrying out devel- 
opment assistance programs in Bolivia, Guatemala, and Haiti. In 
addition to these programs, a very small amount of development assist- 
ance funds is being used to finance ocean freight costs of United States 
agricultural surplus commodities being sent to Honduras. 

Mr. Morano. What are you doing, if anything, to help complete that 
Roosevelt Hospital in Guatemala ? 

Mr. Hoixanp. $500,000 this year and $700,000 next year. 

Mr. Morano. How much? 

Mr. Harpesty. $500,000 this year, fiscal year 1955, and $700,000 
presently planned for fiscal year 1956. 

Mr. Morano. Will that complete the hospital and put it in opera- 
tion ? 

Mr. Harpesty. We anticipate that our $500,000 of assistance this 
year, coupled with an equal Guatemalan contribution will provide for 
the completion of the basic facility units of the hospital and for placing 
the pediatric and obstetric units in operation. Our presently planned 
assistance of $700,000 for next year coupled with Guatemala’s con- 
tribution should be sufficient to place the hospital in full operation. 

Mr. Morano. Do you consider that hospital important enough to be 
completed as soon as possible ? 

Mr. Harpesty. May I talk off the record on that ? 

Mr. Gorpon. It will be off the record. 

( Discussion off the record. ) 

Mr. Gorpon. On the record. 

Mr. Harpesry. When the new government came in, the foremost 
thing in their minds was the completion of that hospital. They want 
to show the Guatemalan people that the new government is efficient 
and has the people in mind, by the demonstrable fact that the hospital 
is completed. 

Mr. Morano. I am driving at the importance I give to it. Will it be 
completed this year ? 

Mr. Harpesty. A considerable part of it will be completed this year. 
We expect that the hospital’s basic facilities, that is the kitchen, 
laundry, and electrical power units and services will be completed 
this year and that the obstetrics and pediatric units will be placed in 
operation. 

Mr. Morano. It will have nurses quarters and the school and every- 
thing else ? 

Mr. Gorvon. Is this on a matching basis ? 

Mr. Harpesty. They are matching this year and they intend to 
match it next year. 


Mr. Morano. They have matched right along, haven’t they? 
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STATEMENT OF WYMAN R. STONE, CHIEF, CENTRAL DIVISION, 
OFFICE OF LATIN AMERICAN OPERATIONS, FOREIGN OPERATIONS 
ADMINISTRATION 


Mr. Srone. If you will permit me to speak on that: When the 
hospital project began, we put up $500,000 in the original contract 
for a 300-bed hospital which was later expanded to a 1,000-bed hospi- 
tal. After we invested an initial $500,000 in that hospital, we never 
put any more money into it, except for the technicians and personnel 
that we maintained, there. 

During the period from when it was started until this past year, 
the Guatemalan Government put in approximately $7 million. 

This past year, we agreed to put in $500,000, against $500,000 from 
Guatemala, in an effort to put the heavy equipment into the hospital. 
That is the kitchen, laundry, electric services, and power. 

We expected with what is in the program in this present fiscal 
year’s budget, to be able to finish the pediatrics and the obstetrics 
wards, which are 150 beds each, and to have the essential heavy serv- 
ices finished so that they can go ahead and start operating in a unit. 

The fiscal year 1956 program—the one we are talking about today— 
has in its $700,000 which will be matched by at least $500,000 from 
them, in an effort to complete the hospital and fully equip it for opera- 
tion. 

Our contract with Guatemala has no promise on the part of the 
United States to put any money into the operation of the hospital, 
itself. We feel that that should be a Guatemalan proposition. It is 
probably going to start a little bit slow, so that even the 300 beds may 
not be in operation by the end of the year. It should be ready to 
operate by the end of next year. 

Mr. Morano. Then I conclude that we have assurances that this 
peoiene will—if we authorize it—will go forward and get the job 
done ¢ 

Mr. Harpestry. That is right, sir. 

Mr. Stone. Absolutely. 

Mr. Morano. Now I want to ask just one more question, if I may. 

Mr. Gorpon. Very well. You may take extra time. 

Mr. Morano. The last question is, and I don’t know whether you 
can answer this or not—it says, an undetermined portion of the funds 
Pier nuig for worldwide military assistance will go into Latin 
America. 

_ Can you tell me if all the Latin American countries will participate 
in military assistance from this bill, if it is authorized ? 

Mr. Hontanp. Only those with whom we have contracts. 

Mr. Morano. I see you have named seven or eight of them. 

Mr. Hotianp. Eleven. | 

_Mr. Morano. Brazil, Chile, Colombia, Cuba, Dominican Republic, 
Ecuador, Haiti, Honduras, Nicaragua, Peru, and Uruguay. 

[s that right ? 

Mr. Horianp. Yes. 

Mr. Morano. Your negotiations with Guatemala, can they be con- 


cluded before the Constituent Assembly sets up a constitution and 
so on? 


Mr. Hotuanp. I think so. 
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Mr. Morano. What I am driving at is, I would like to have some 
expression as to whether or not we intend to furnish Castillo Armas 
with military assistance which, of course, he will need, to stabilize his 
government. 

Mr. Hotxianp. Yes, we do. Surely. 

Mr. Morano. You don’t know how soon that will be done? 

Mr. Houtianp. No; I can’t tell you how soon that will be done, but 
may I say this off the record 

Mr. Gorpon. Off the record. 

(Discussion off the record.) 

Mr. Morano. While I believe Mr. Castillo Armas has said he is 
trying to do his job in the most democratic way he can possibly do it, 
he should not be permitted to fail or to be allowed to fail. 

Only these countries that are named here will get military assist- 
ance 

Mr. Hottanp. That is right. 

Mr. Morano. Can you give me any reason why, of the 19, there are 
only 11—I know the reason for Guatemala, but I mean some of the 
other countries. 

Mr. Hotianp. Some of the other countries have either not expressed 
any interest in signing a military agreement with us, or have affirma- 
tively said that they would prefer not to. 

Mr. Morano. How about the strategic value of these other coun- 
tries, involving the security of the United States ? 

Mr. Hotxianp. That varies widely from country to country—I am 
out of my field, now e Defense representatives here who 
can discuss the military aspects of this thing much more intelligently 
than I can. 

Mr. Morano. What is our status, now, of our relations with the 
Argentine Government ? 

Mr. Hotianp. The relations between the United States and Argen- 
tina are today, in my judgment, on a more constructive basis than they 
have been in some time. 

Mr. Morano. Who is Ambassador there, now ? 

Mr. Hotianp. Albert Nufer, a very capable man. One of the best 
Ambassadors we have in the hemisphere. 

Mr. Morano. Has he reported to you on recent developments, there! 

Mr. Hottanp. Constantly. 

Mr. Futtron. May I join in saying that Mr. Allen Nufer is a good 
Ambassador. 

Mr. Hotianp. He has kept us constantly and fully informed on 
recent developments. 

(Discussion off the record.) 

Mr. Gorpon. Mr. Selden 

Mr. Sevpen. I have no questions, Mr. Chairman. 

Mr. Gorpon. Mr. Williams 

Mr. Wiu1aMs. I wonder if you could tell me whether any part of 
these executive session hearings go into the record of the hearings for 
use on the floor ¢ 

Mr. Karwan. I understand, sir, that the executive branch edits the 
transcript and takes out the classified material, or deletes it, and leaves 
in the unclassified material, which is then reproduced for the printed 
public hearings. 
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Mr. Gorpon. That has been the practice. 

Mr. Wittiams. Thank you very much. I regret that the quorum 
call and the ceremonies on the floor prevented me from hearing all 
of the testimony of Secretary Holland. I do have a few questions— 
probably they have been answered while I was absent on the floor. 

First, I wonder about the agreement with Bolivia with respect to 
the counterpart generated by our development asssitance to Bolivia. 
i wonder waat the agreement is with respect to the counterpart, and 
what they are going to do with it. 

Mr. Hotianp. May I ask Mr. Hardesty, who is directly responsible 
for the management of that, to comment. 

Mr. Harpesty. I have a table that I have prepared, Mr. Williams, 
that I would be glad to submit for the record, but I can go down it 
and give you the information. 

Mr. WituiaMs. Just in general terms, now. 

Mr. Harpesty. In general terms, local currency derived from the 
sale of United States financed commodity imports is presently planned 
to be used primarily for projects in the fields of agriculture and trans- 
portation with smaller amounts presently planned for project use in 
such fields as health and sanitation, public administration, industry 
and mining, and immigration and internal migration. The follow- 
ing projects are illustrative of such local currency use in the agricul- 
tural field: Land clearance for resettlement in the Santa Cruz and 
Beni areas; agricultural credit; livestock improvement; and water 
resources development. In the other field of concentration, trans- 
portation, projects in the development of a farm-to-market and feeder 
roads and in the maintenance of public roads, will receive primary 
emphasis. 

Mr. Witz1AMs. The problem in Bolivia, as I gather it from the 

statement made is basically agricultural. They haven’t the food- 
stuffs they need to survive, is that it ? 
_ Mr. Hotranp. I believe that is accurate. Traditionally, they have 
imported the overwhelming majority of their foodstuffs. They have 
done that, although they have the natural resources to feed many 
more people than they have. 

Mr. Wiiu1ams. What kind of a country is it? Is it tropical? 

Mr. Horxanp. It is a very interesting country. It is divided, I 
believe you could say, into three general geographical areas. One is 
what they call the altiplano, which is the high, mountainous section, 
where most of the people have always lived, and where the mines are 
situated. And then extending eastward and into the area that joins 
Brazil and which forms a part of the Amazon Basin, is a broad, tem- 
perate area of altitudes varying between 2,500 and 4,000 feet, with the 
soil excellent, where the rainfall is good, where you can almost stick 
a broomstick into the ground and it will grow. 

Then to the north is an area called the Beni, about which I know 
very little except that it is said that it is susceptible of becoming a 
vast ranching area. 

These latter two areas are largely virgin. There are very few 
people in them. The completion of this highway connecting the 
altinlano with the Santa Cruz area gives access, now, and permits the 
profitable exploitation of the agricultural opportunities of that region. 

Mr. Witt1ams. What highway is that? 
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Mr. Hotxanp. It is called the Santa Cruz-Cochabamba Highway. 

Mr. Wiuu1aMs. Are we participating in the building of that high- 
way ¢ 

Mr. Hoiianp. The Export-Import Bank made a loan which made 
possible the completion of the highway. It has now authorized an 
additional loan for paving the highway. The paving of the highway 
will enormously reduce the cost of its maintenance. 

I was in there last October and it would be hard for a person to 
exaggerate the impact upon you of the tremendous, rapid spread of 
agriculture in that region, because you now have a highway. You 
“an put things on a truck and send them right up to the highlands 
and sell them. 

Their dependence upon imports for food is going to come way 
down and, as it does, the economy of that country will tremendously 
change. 

I was struck by a statement made by Victor Paz Estenssoro, their 
president, which stuck in my mind. He said, 

We are an amazingly rich country. It is unfortunate that we should be such 
a poor people. 
I think they are on their way to come out of that situation. 

Mr. Wiutuiams. Is there a Communist threat in Bolivia? 

Mr. Hotianp. There is a Communist problem in every country, of 
course, including our own. The threat has been in the past particu- 
larly grave in Bolivia because there, as in every country that is grap- 
pling with really difficult problems, the Communists have concen- 
trated their attentions. 

This Government has shown courage and resourcefulness in com- 
bating the Communist problem in Bolivia and while no one, and espe- 
cially this Government, would say that the problem has been elimi- 
nated, I believe that the most cautious of persons would say that the 
problem has been diminished and that the trend is favorable. 

Mr. Witxiams. What is the nature of the present government? 

Mr. Hotianp. The present government is a revolutionary govern- 
ment which finds its greatest support in the party called the Movi- 
miento Nacional Revolucionario, which is the national revolutionary 
movement. 

It was elected as a constitutional government—if my dates are 
wrong, I will correct them with your permission—it was elected as a 
constitutional government in 1951 or 1952. It was overthrown by 
revolutionary movement from assuming power. In April 1952 it over- 
threw the incumbent regime and has governed since that time. 

One of its strengths lies in the fact that it enjoys vast popular sup- 
port in a country that is predominantly Indian and where the Indian 
races have for centuries been distrustful and withdrawn from the gov- 
ernment. That vast, popular support that it has, has enabled it to 
require of the Bolivian people sacrifice and self-discipline, which have 
elicited the admiration of everyone who has watched the Bolivian 
Government and the Bolivian people in their current struggle wit! 
the difficult problems with which they are faced. 

Mr. Wuu1ams. Is this government’s goal the goal that we feel |s 
the goal of some other Latin American governments, the establish- 
ment of a stable democracy for the country ? 
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Mr. Houtanp. I said in my first remarks that that is the goal of 
this government, that this government In my judgment is making 
substantial progress in that direction and that the factors that con- 
trol what must happen, the physical and human factors which con- 
irol what must happen in Bolivia, justify considerable optimism, 
because with courage, and with industry and with self-discipline, they 
can, and in the reasonably near future, arrive at the kind of economy 
we are talking about. ry 

Mr. Wiuuu1ams. Are there any interests in Bolivia opposed to our 
programs for Bolivia? 

Mr. Hottanp. There are in every country. 

(Discussion off the record.) 

Mr. Wiu1aMs. I was interested—and I was not able to follow 
through—all the questioning of Mr. Chiperfield with respect to 
Guatemala, but I gathered his fear was that other countries in Central 
America will be disturbed, as Guatemala continues to get the lion’s 
share of our development assistance in Central America. I did not 
hear your reply to that, but I wondered whether the countries in 
Central America feel that the real trouble spot in the effort to build 
strength against communism is Guatemala. 

Mr. Hoitianp. He did not ask me specifically that question, but 
I will be glad to answer that question specifically and directly. 

I believe that the governments of the other Central American 
countries were so profoundly and deeply disturbed at the threat to 
their sovereignty and national integrity that was represented by 
the Communist government in Guatemala, which was actively seek- 
ing to undermine the governments in the other Central American 
countries, so deeply were they disturbed by that problem that they 
fully approve our extending to the liberation government in Guate- 
mala that amount of assistance that will insure its success in creating 
a stable economy and a stable government, and particularly a govern- 
ment that, as Mr. Chiperfield indicated and as Mr. Carnahan indi- 
cated, is a government that is determined to avoid extremes, either 
to the right or to the left. 

The other governments in Central America, of course, are Hon- 
duras, Costa Rica, E] Salvador, and Nicaragua. Each of those coun- 
tries, like Guatemala, have the resources for a very stable economy. 
hat is particularly true in Costa Rica, Nicaragua, and El Salvador, 
where there is very substantial progress and a rate of economic prog- 
ress that, I am sure these gentlemen who have been there would prob- 
bly agree, impresses the visitor. 

Mr. Gorvon. Mr. Secretary, I had the pleasure of being a member 
of the special study mission to Central America. The determination 
o1 eee to move ahead along democratic lines was evident to 
Us all. 

Mr. Witttams. There is an expression that I have heard quite fre- 
quently here, that the wheel that squeaks gets the grease. Translat- 
ng our programs for Central America into that colloquialism, I 
gather Guatemala is getting the grease. Do you feel the other coun- 


(ries are now going to squeak so that they get some “developmental 
grease” ? 


Mr. Hotuanp. I have tried to point out to you why, in my judg- 
elit, to use your phrase, they are not squeaking and point out to 
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you why from their point of view that it is reasonable that they should 
not squeak. Perhaps you were not in the room when I said a moment 
ago—and if you were not I am sure the other members will bear with 
me while I reiterate—it is a source of pride to us and to the other 
American Republics that the conviction is very generally prevalent 
in the hemisphere that we are not dealing with economic cripples, 
we are dealing with mature countries, with mature governments, and 
rapidly-maturing economies, and there is no appetite for grant assist- 
ance, generally, in this hemisphere. 

If there is any generalization that is true, it is the generalization 
that men of Spanish and Portuguese descent or origin want to stand 
on their own feet. The genius of those people is certainly not in the 
least obscured by the centuries in this hemisphere. They do not want 
charity or handouts from us. They are interested in trade, prin- 
cipally larger, more expanding trade with this country, which can 
do more for their country than all the aid we could ever talk about. 

Secondly, they are interested in access to generous, understanding 
sources of sound credit and, third, because they want to help them- 
selves, they are interested in genuine, useful, technical assistance from 
us to enable them better and more effectively to put into production 
their own really vast resources. 

I have talked more than I should have. 

Mr. Witii1ams. Thank you, Mr. Secretary. I want to say I had 
the privilege of going on the trip to Central America recently, too, 
and I join and associate myself with the earlier statements. I was im- 
pressed with the results our programs for Central America have 
realized and have been particularly impressed with the dedication and 
good work of the people who are working on Central American prob- 
lems, both here in Washington and there. 

Mr. Gorvon. Mrs. Bolton. 6 

Mr. Boiron. Mr. Secretary, I am sorry I could not be here earlier. 

Mr. Hotitanp. We have had the opportunity of speaking on many 
occasions. 

Mrs. Bouron. We appreciate your coming up here. We do feel you 
began your service in the Department with such a very frank ex- 
position of the problems in a certain very disturbed state at that 
time, that we have felt we were really working with you, that you 

yanted us, and every time you come up we feel we are being told all 
there is to tell, and we are very appreciative. 

Mr. Hoxtianp. Thank you. 

Mr. Gorpvon. Are there any more questions to be directed to Mr. 
Holland at this time, before we call the next witness? 

Mr. Futron. I wanted to put an insert in the record. 

Mr. Gorpvon. You may. 

Mr. Fuuron. In speaking of good United States Ambassador rep- 
resentation, I wanted to comment specifically on the United States 
Ambassador to Uruguay, Mr. Dempster McIntosh, and his staff who 
are doing an excellent job in giving adequate representation on a very 
intelligent level. I believe our relations are in excellent shape there, 
and through our Ambassador, in excellent hands. 

Mr. Gorvon. Thank you, very much, Mr. Holland for your pres- 
entation. 
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Mr. Hoxtianp. I am grateful for the opportunity to appear before 
vou, Mr. Chairman. 

’ Mr. Gorvon. We have another witness here, Mr. Hardesty, the 
regional director for Latin America of the Foreign Operations 
Administration. 

Mr. Hardesty, you may present your statement. 

Mr. Harpesry. Mr. Chairman and members of the committee: I 
appreciate this opportunity to appear before the committee on behalf 
of the mutual security program in Latin America. 

My remarks will pertain to bilateral technical cooperation and 
development assistance programs in that area. Other witnesses are 
testifying before this committee in regard to the multilateral techni- 
cal cooperation and mutual defense assistance components of the 
mutual security program in Latin America. 

For bilateral technical cooperation, we are requesting an authoriza- 
tion of $30 million for fiscal year 1956. 

For development assistance, the executive branch initially proposed 
en amount of $21 million for fiscal year 1956. Senate action on the 
mutual security bill amended that amount upward by $17 million toa 
total of $88 million. The executive branch is in support of the Senate 
action based upon a current evaluation of the amount of development 
assistance required in fiscal year 1956 to achieve United States policy 
objectives in Latin America. 


rHE ECONOMIC IMPORTANCE OF LATIN AMERICA TO THE UNITED STATES 


Committee members are no doubt aware of the economic importance 
of Latin America to the United States. Seven members of this com- 
mittee returned only last week from a trip to four of the Republics in 
Central America. ‘This region is our major foreign source of supply, 
providing us with 34.4 percent of our total imports in 1954, including 
about 30 important strategic materials. 

Latin America and Western Europe are our leading export markets 
each absorbing about 2714 percent of our total commercial exports 
during the past year. In addition, United States direct private in- 
vestment in Latin America is larger than that in any other region of 
the world. At the beginning of 1954, such investment totaled about 
$6 bition with earnings of about $750 million recorded in 1953. 


THE ECONOMIC DEVELOPMENT TASK IN LATIN AMERICA 


The magnitude of the economic development task facing the coun- 
tries of Latin America may not be as well known as the importance 
of that region to the United States. The problem may be readily 
visualized by briefly reviewing several pertinent facts and noting some 


of the major factors currently limiting economic development in that 
region. 


Latin America is an area of major economic development potential! 
which is over 21% times the size of the United States. Its population is 
already somewhat larger than our own and is growing rapidly. The 
rite of population growth in Latin America exceeds that of any other 
large area of the world. 

For example, the population of the United States, in a period of 
major expansion from 1940 to 1650, increased some 14.5 percent. The 
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population of Latin America expanded by almost 24 percent during 
this same period. The pressure of population growth alone makes jt 
imperative that economic development proceed rapidly in Latin 
America. 

Comparative per capita income figures are at best only a rough 
gage of relative standards of well-being. The dimensions of the 
economic development task before the countries of Latin America 
may be appreciated, however, by noting that the estimated gross 
national product per capita in 1954 in Latin America averaged only 
about $300 as compared to $2,200 in the United States. Venezuela 
established the Latin American high of $710 per capita while the low 
was found in Haiti at only $75 per person per year. 

Highway mileage and electric power output are familiar indexes 
of economic development levels. In 1953 Latin America averaged 
only 70 miles of highways per thousand square miles of area as com- 
om to 1,100 miles in the United States—roughly 16 times that of 
atin America. Also in 1953, electric power output in Latin America 
averaged only 170 kilowatt hours per capita as compared to 3,165 kilo- 
watt hours per capita in the United States—roughly 18 times that 
of Latin America. 

The foregoing data not only suggests the magnitude of the economic 
development task in Latin America but also highlights three of the 
most important factors limiting economic progress in that area. They 
are inadequate transportation systems, insufficient power supply and a 
shortage of domestic investment capital as a result of generally low 
national incomes. 

Several other important problems affecting economic development 
are currently low levels of health and education; underdeveloped 
utilization of agricultural and other natural resources; and, in every 
instances, problems of financial instability stemming from overde- 
pendence upon single commodities for foreign exchange earnings and 
from the absence of balanced and diversified domestic development. 

For example, the illiteracy rate in Latin America averaged about 
45 percent in 1954. Ten countries in Latin America earned over one- 
half of their total exchange from the export of a single commodity 
in 1953. Dramatic increases in the cost-of-living index have occurred 
in such countries as Paraguay, Bolivia, and Chile in the last 3 years. 
Free exchange rates for Bolivia, Chile, and Brazil have moved very 
unfavorably in the past 2 years. 

Primary responsibility for economic development in this region 
must, of course, rest with the Latin American countries themselves. 
In addition, however, the development of Latin America is in both 
the immediate and long-range interests of the United States. 

It is essential to the maintenance of stability and the furtherance 
of progress in that area; and it is vital to the achievement of United 
States foreign policy objectives. The United States can make an im- 
portant contribution to the economic development of that region by 
assisting Latin American countries in their own developmental efforts 
through the bilateral technical cooperation and development assistance 
programs. 


TECHNICAL COOPERATION PROGRAMS 


We are requesting an authorization of the $30 million in fiscal yea! 
1956 for the operation of bilateral technical cooperation programs 
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between the United States and each of tlie Republics of Latin Amer- 
ica—except Argentina—for certain of the West European overseas 
territories in the Western Hemisphere, and for regional projects in 
support of the individual country programs. 

The bilateral technical cooperation program in Latin America began 
in 1942 under the leadership of Mr. Nelson Rockefeller as the Coordi- 
nator of Inter-American Affairs. Since that time it has been admin- 
istered through the Institute of Inter-American Affairs which is now 
also the regional office for Latin America of the Foreign Operations 
Administration. 

In conducting this program, we follow a few basic principles which 
I believe have successfully preserved the essential character of the 
program as the Congress intended it. 

First, technical assistance is provided only upon the request of the 
host government. After receiving such a request, our mission in 
consultation with host country representatives carefully examines it 
to evaluate its potential usefulness in meeting a need of the host coun- 
try and to determine its priority in relationship to other requests. 
In addition, our mission makes sure that the host country is prepared 
to make good use of the technical assistance requested. 

Second, the cooperative nature of the undertaking is emphasized 
through all phases of the program. More specifically, projects are 
jointly planned, financed, and operated as committee members who 
have observed our operations in Latin America are aware. Many of 
these projects are carried out through joint cooperative service mecha- 
nisms called servicios which are established within the appropriate 
ministries of the host governments. 

Third, a continuing review with host country participation is made 
to determine the time and manner in which projects initiated under 
the technical cooperation program can be effectively turned over to 
the complete administrative and financial responsibility of the host 
government for further development. In such cases, program re- 
sources are then directed toward new projects where technical assist- 
ance is needed and where important contributions to economic devel- 
opment can be made. 

Fourth, a “fair share” contribution by the host country is obtained. 

It is currently estimated that host country contributions for this pro- 
gram in fiscal year 1956 will be about $12 million more than in the 
current fiscal year. 
_ Operations under the technical cooperation program are carried out 
in several different ways. I have referred earlier to the use of servicios 
through which technicians and moderate cash grants are provided. 
Technicians directly hired by the United States are also made avail- 
able to the host countries outside of the servicio mechanism. 

Another way in which United States technicians are provided is 
through contractual agreements with United States universities and 
private firms. Since I last appeared before this committee, university 
contracts have grown somewhat in importance. As of May 3, 1955, 
there were 19 of these contracts in operation involving 15 United States 
iniversities and colleges in 12 different country programs. 

We are also placing increasing reliance on the use of contracts with 
private United States firms. These are particularly useful in meeting 
highly specialized technical assistance needs. For example, the man- 








336 MUTUAL SECURITY ACT OF 1955 


agement consultant firm of Klein & Saks is now carrying out a vital 
economic development mission in Guatemala under a contractual 
arrangement. 

The provision of training grants to host country personnel is another 
method of program operation. We attach particular importance to 
training since a major objective of this program is developing the 
competence of host country personnel so that the Latin American 
countries may more effectively plan and carry out their own develop- 
mental efforts. 

Such training is, of course, an integral part of day-to-day program 
operations within the host country. In addition to the outflow of 
training provided by technicians in conjunction with their work, a 
major part of our program resources are specifically earmarked for 
training outside of the host country. During this year we are mak- 
ing provision for 1,258 grants for training outside the host country, 
principally in the United States and Puerto Rico and to a small 
extent in Hawaii and the Panama Canal Zone. Also included is a 
small amount of training of other Latin American countries which 
involves training in about 9 different countries and about 30 trainees 
each year. A total of 1,478 training grants is presently planned for 
fiscal year 1956. 

Since last year, diversification of the technical cooperation program 
which began in 1952, has been proceeding gradually as a natural out- 
growth of the increasing requests by host countries for technical 
assistance in fields of activity in addition to agriculture, health, and 
education. 

However, these 3 fields continue to be the major components of the 
program, amounting to 73 percent of the total in fiscal year 1955 and 
to 69 percent of the proposed program for fiscal year 1956. 

Other activities—transportation, industry and mining, public ad- 
ministration, labor, community development and related activities, 
and various other activities—account for about 27 percent of this year’s 
program and about 31 percent of the proposed program for fiscal year 
1956. The various other activities grouping includes technical assist- 
ance in such categories as trade, investment, tourism, information, 
and those multifield of activity operations not properly classified 
within any of the individual fields of activity. 

Examples of this latter group are: (1) The training in many fields 
conducted by the University of Puerto Rico under a single contract: 
(2) the “General Servicio” in Surinam which works with several 
different host-country ministries; and (3) the several fields of activity 
carried out in British Guiana under a single contract with the Uni- 
versity of Maryland. 

Through bilateral technical cooperation programs, the United 
States, by providing essential technical competence and training, 1s 
assisting the countries of Latin America in their development efforts. 

In addition, these joint cooperative programs are one of the main 
ways in which the United States and the countries of Latin America 
maintain and strengthen their bonds of understanding and friendship. 


DEVELOPMENT ASSISTANCE PROGRAMS 





In submitting development assistance program requirements for 
fiscal year 1956 in Latin America, the executive branch initially pre- 
posed an amount of $21 million, of which it was planned to use 516 
million for Bolivia and $5 million for Guatemala. 
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It was also recognized at that time that continuation of the develop- 
ment assistance program in Haiti would probably be necessary in 
fiscal year 1956 although funds for this purpose were not specifically 
identified. 

Senate action on the mutual security bill amended the $21 million 
amount, initially proposed by the executive branch, upward by $17 
million to a total of $38 million. The executive branch is in support of 
the Senate action based upon a current evaluation of the amount of 
development assistance required in fiscal year 1956 to achieve United 
States policy objectives in Latin America. The additional amount of 
$17 million would presently be planned for use as follows: “$4 million 
for Bolivia, $10 million for Guatemala, and $3 million for Haiti.” 

In Bolivia, the United States is continuing an assistance program 
which began on an emergency basis in the fall of 1953 when a sharp 
fall in the price of tin threatened to cause a severe economic crisis in 
that country. United States assistance is being provided to Bolivia: 
(a) to avert hunger, suffering and resultant unrest; and (>) to assist 
that country in her efforts toward economic diversification so as to 
lessen present overdependence upon tin earnings. 

Under the current year’s program, development assistance funds 
in the amount of about $9.8 million are being made available to Bo- 
livia. Of this total roughly $6 million is for the procurement of de- 
velopment equipment and supplies, primarily for agriculture and 
transportation. 

The balance is being used for the purchase of essential foods and 
fibers and to finance the ocean freight costs of shipping United States 
agricultural surplus commodities to that country. 


Through a combination of our development assistance program and 
Bolivia’s own efforts, considerable iio is being made. In regard 


to immediate objectives, a reasonable degree of stability is being main- 
tained and hunger is being averted. 

In terms of long-range objectives, progress is being made toward the 
lessening of Bolivia’s vulnerability to fluctuations in the world’s metals 
markets. 

Bolivia’s diversification program, concentrating upon the opening of 
new lands to cultivation and the improvement of the internal trans- 
portation system of that country, is moving forward. 

For example, during this fiscal year equipment provided under the 

development assistance program has enabled the clearing of over 
12,000 acres of land in the Santa Cruz area alone. This land is now 
being brought under cultivation. 
_ Again in the Santa Cruz area, considerable progress is being made 
in the development of secondary roads to connect the different sections 
of that area with the Santa Cruz-Cochabamba Highway which was 
completed during this fiscal year. 

This highway, while not financed with development assistance funds, 
will heighten the effectiveness of development efforts in the agri- 
culturally promising Santa Cruz area through providing an outlet 
for its products to the populated Bolivian altiplano. 

In the Beni area, another potentially productive but underdeveloped 
section of Bolivia, facilities were provided during this fiscal year to 


enable the movement of that area’s meat production to the altiplano 
area, 
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The above are merely several examples of progress that is being 
made in meeting both immediate and long-range objectives through 
the development assistance program in Bolivia. The economic situ- 
ation in that country, however, remains critical. 

Of the $16 million initially requested for this program in fiscal 
year 1956, it is presently planned that $10 million would be used for 
the importation of agricultural commodities to meet the minimum 
food requirements essential to the prevention of suffering and unrest 
in Bolivia. 

The other $6 million is presently planned for the procurement of 
developmental equipment and supplies needed to supplement Bolivia's 
own resources being used in her diversification and development pro- 
gram. It is presently planned to utilize the additional $4 million 
about equally between these 2 components of the program. 

Local currency funds generated through the development assistance 
pmeramn are being, and will continue to be, used to supplement Bo- 

ivian resources directed toward its development program. 

Particular emphasis in counterpart use is given to projects which 
will result in increased agricultural production and improved trans- 
portation. 

In Guatemala, the United States is carrying out a development 
assistance program which began after the successful revolution against 
the previous pro-Communist regime. At that time, the United States 
indicated a readiness to assist the new anti-Communist government, 
headed by Col. Carlos Castillo Armas, in its efforts to combat immedi- 
ate and serious economic problems, many of which were the result of 
the policies of the former administration. 

In order to assist in maintaining stability and to help reduce such 
critical pressures as unemployment, the United States, during the 
latter part of 1954, provided Guatemala with an emergency grant of 
$3.7 million for immediate public works. 

About $3 million of this amount is being used to finance construc- 
tion of the Pacific Slope Highway, a key link in the country’s com- 
munications network. 

Work on the highway is progressing. This project, along with other 
Guatemalan public works, is furnishing additional employment. 

The other major component of this program is a $500,000 grant for 
work on the Roosevelt Hospital in Guatemala City. These funds are 
being used to finance the heavier equipment needed to activate the 
hospital’s basic service units—kitchen, laundry, and power facili- 
ties—and to procure equipment and supplies in the United States 
which will make it possible to place the pediatric and obstetric units 
in operation this fall. 

The $5 million initially proposed for development assistance 10 
Guatemala in fiscal year 1956 was based primarily on continuation 
of current activities in support of the construction of the Pacific 
Slope Highway and of the Roosevelt Hospital. 

It is recognized, however, that work on these two projects and the 
level of United States financing involved will not be sufficient to 
serve United States policy objectives in that country during fiscal 
year 1956. 

It is presently planned to use the additional $10 million to provide 
further assistance to the Castillo Armas government in its efforts 
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to recover from the difficult economic situation inherited from the 
previous government, to maintain stability and to lay the groundwork 
for economic progress. 

In general, such additional assistance is now planned to be used 
primarily to supplement Guatemalan resources directed toward pro- 
erams of public works and other measures designed to resolve further 
the serious unemployment problem and stimulate economic activity. 

While firm project determination will, of course, require addi- 
tional consideration between the Guatemalan Government and United 
States representatives in that country, it can be anticipated that por- 
tions of the total amount may be used: To accelerate progress on 
the Pacific Slope Highway; to supplement Guatemalan efforts to 
straighten out the mismanaged land-reform program of the previous 
regime; to open new areas of the country to cultivation; to improve 
and develop feeder and farm-to-market road systems; and to par- 
ticipate in other high-priority activities required for the achievement 
of United States policy objectives in Guatemala. 

In Haiti, a development-assistance program was initiated as the 
result of extensive damage caused by hurricane Hazel in October 
1954. 

Following the provision of disaster and relief supplies, the devel- 
opment-assistance program, amounting to about $1.5 million this year, 
has been directed toward assisting Haiti in her own efforts to recover 
from damage caused by the hurricane and the floods which followed it. 

Primary concentration has been placed on rehabilitation of irri- 
gation systems, roads, and croplands, particularly those producing 
Haiti’s principal export crops of coffee and sugar. 

The executive branch, in submitting initial proposals for develop- 
ment assistance in fiscal year 1956, recognized the probable need for 
continuation of the present program in Haiti although a source of 
funds was not specifically identified. 

The amount of $3 million is currently being planned for use in 
continuing and accelerating essential rehabilitation work necessary 
to the recovery of that country’s economy from the effects of the 
hurricane and resultant floods. 


CONCLUDING REMARKS 


Mr. Chairman, members of the committee, we believe that these 
programs of technical cooperation and development assistance are 
serving the foreign policy and overall interests of the United States 
and its people. They are making an important contribution to the 
building of greater economic strength and stability in Latin Americ: 
through which we gain strong allies for mutual defense and valuable 
partners in trade. They are also one of the main ways in which the 
United States maintains and strengthens the bonds of understanding 
and friendship with the Latin American people. 

We all recognize the mutual benefits to be derived from such friend- 
ship and close cooperation between the peoples of this hemisphere. 
rhis committee, in particular, is aware that a Latin America friendly 
to the United States can be a source of great strength—politically, 
militarily, strategically and economically. 
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We request not only your support but your advice and guidance jy 
carrying out these programs of bilateral technical cooperation and 
development assistance in Latin America. 

At this time, Mr. Chairman, I would like to make a comment that 
[ think is directly concerned with both our program and our relation- 
ships. 

As has been mentioned several times this morning, a group of this 
committee, consisting of Mr. Carnahan, Mr. Gordon, Mr. Chipertield, 
Mr. Dodd, Mr. Merrow, Mr. Williams and Mr. Morano, conducted 
a study mission to Central America. 

I would like to say that I have had reports from the Embassies, here, 
as well as from the countries concerned, pertaining to the trip that 
you made. Without exception, there were comments regarding the 
good will that the group created. 

I think that, perhaps, for the record, it might be noted that the 
groups talked to the presidents in each country that was visited, and 
two congresses held special sessions, in which you participated. 

I would also like to say that I had a particularly fine comment about 
Mr. Morano. They were delighted that a Congressman from the 

Jnited States was able to speak the Spanish language, and to serve 
as interpreter for other members of the congressional group. 

Basically, the comments were that they were delighted at the inter- 
est shown by the Congress of the United States, and particularly this 
committee, because they realized that all of the members were busy 
with other things. To take your time to visit the countries and the 
projects and talk with the members of their government, created an 
atmosphere of good will that I believe could not have been created 
in any other way. 

Mr. Gorpon. Thank you, very much, for your observations on the 
special study mission to Central America. 

I joint with the rest of the members of the study mission in express- 
ing our thanks for the opportunity to have visited Central America, 
an area which traditionally has been very friendly to the United 
States. 

Mr. Harpesty. If I may say this off the record, Mr. Chairman— 

Mr. Gorvon. Off the record. 

(Discussion off the record.) 

Mr. Gorvon. On the record. 

(A chart was shown entitled “Latin America—Main Foreign Sup- 
plier and Market of United States.”) 

(The chart is as follows :) 
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Mr. Harpesty. I have several charts which might highlight the 
basic discussion this morning of the interdependence of the Latin 
America Nations with the United States. 

The economic and strategic importance of Latin America to the 
United States forcefully demonstrated during World War I, when 
Latin America emerged as the largest supplier of imports to the 
United States. Latin America, in recent years, also has been a prin- 
cipal market for United States commercial exports. 

The lightly shaded column shows imports from Latin America as 
a percentage of total imports into the United States before the war, 
Before the war, we received from Latin America about 23.5 percent 
of all our imports. In 1954, it was 34.4 percent. 

Canada has also grown from 14.5 percent before World War II 
to 23.3 percent in 1954. 

Western Europe has declined from 23 to 20 percent, and all other 
areas of the world declined from a prewar average of 38.7 to 22 per- 
cent in 1954. 

Latin America is by far our greatest source of imports into this 
country. 

Of our commercial exports to the various areas of the world we sent 
only about 19 percent to Latin America before World War II. In 
1954, 27.4 percent of our total commercial exports went to Latin Amer- 
ica with about the same amount going to Western Europe. Latin 
America and Western Europe are our leading export markets. 

(A chart was shown, entitled “Half of Latin American Trade With 
United States.”) 

(The chart is as follows:) 
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Mr. Harpesry. The Latin American Republics, too, are now much 
more dependent upon the United States in their commercial trade 
than in the years prior to World War II. Nearly one-half of all 
Latin American foreign trade is conducted with the United States, 

The large circle shows that 50 percent of all Latin American im- 
ports were from the United States in 1954. From Western Europe, 
they received 27 percent, and from all of the rest of the world, 23 
percent. 

Again, about one-half, 48 percent, of all Latin American exports 
were sent to the United States in 1954. They exported 26 percent of 
their produce to Western Europe, and 26 percent to the rest of the 
world. 

(Charts were shown, covering commodity trade between the United 
States and Latin America.) 

(The charts are as follows:) 
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Mr. Harpesry. Latin America is in the forefront as an overseas su) 
plier of critical raw materials to the United States. 

We are increasingly dependent upon Latin America for raw mate- 
rials and would be particularly so in the event of another emergency 

Latin America is an excellent market for United States exports of 
machinery and vehicles, chemicals and related products, including 
pharmaceuticals, metals and manufactures, textiles, and grains. 

The chart now before you shows the principal exports to Latin 
America as of 1954. Products valued at $3.2 billion were exported to 
Latin America last year of which 39 percent was machinery and ve 
hicles; chemicals accounted for 11 percent; metals and manufactures, 
8 percent; textiles, 6 percent; grains, 4 percent; and all others, 32 
percent. 

The question was brought up this morning about private investment 
in Latin America. I believe Mr. Fulton talked about that. 

(Charts were shown on United States private investment in Latin 
America. ) 

(The charts are as follows :) 





"@dOIND Us9jSOM JO $91105/4484 VODUOWY UIjO7 UI SpUaWySaAU! SY apN}o2xXe 0400 -3LON 





pS6l') vor 


£S6l oG6l IS6I OS6I 
UOIIIIG S°91¢ SOBA JIV 








OduewY UI4D7 











Sjuewyseauy me 


( S40]}0Q jO SudIIW ) 


VOIIWV NILV1 NI VOIIWV NILV1 Ni Juv 
SLNIWLSIANI OLNOILIGGV LIN 4O LuVd GVOUEV SLNAIWLSIANI 3LVAIYd 153410 
INVLYOdWI NV 3aV SONINYVA G3ILSIANIIa ‘S‘N TIV JO GUIHL-INO YAO 








Id 
30 
a 
re 
fs 
cS) 
io 
oO 
< 
~ 
= 
— 
E 
3) 
M 
nH 
5 
5 
a 























MUTUAL SECURITY ACT OF 1955 


348 











4084 4° PUD 


£sé6i 2sé6éi is6éi osé6i 6v6i 









































mr io OF 
as zs 00% 
og 98% 
(3201/00 50 su01ie ) SNINIW 
AIN3WLSSANI LO3BYIG 3LVAIUd J 
‘Sn JO 3MVA NOOSE WLOL aaa 
ys wo 
er 
- 
or 
ti. \ 008 
Lo | \ 
| Seong 









\ | 





S3ILIULA 31718Nd 


























002! 
on WN310NL3d 
aX 1 009! 
Pt 
»°* ( $40}10G JO SUOH)}1W UI @N}OA YOO ) 


SLNSWLS3ANI‘S'N NI NOISNVdX3 0V31 
S3SINLSNGNI WN31ON¥L3d GNV ONININ 


SONU NOD UOODOIND VsOsBOm 40 88110414484 SOOEISAO SAHHIO* @ 


3 e pipers S@isyuNOD 
roe [ : ° s2u10 
oe 


pjOWejonD 





oqQNdaYy 
uosiuiwog 


piqwojoy 


nied 


owouodg 


ouljuebsy 





Oo1KaW 





aud 











eqn) 








204g 

















002! 





ojanzeusa 




















a + aes 
000! oos 009 00 002 ° kijunop 


( $40}100 40 $u01)}!W UI aN|DA 400g ) 
WZVYNS Ni LS3LV3Y9 N33 
SVH HLMOUS LNSWLS3SANI YVMLSOd 














MUTUAL SECURITY ACT OF 1955 349 


Mr. Harvesry. There is more foreign private investment of United 
States firms concentrated in Latin America than in any other region 
of the world. 

The total United States private investment in this region at the 
beginning of 1954—which was the latest information we could get— 
was estimated at about $7 billion, of which $6 billion was direct in- 
vestment in branches and subsidiaries of the United States companies ; 
the balance consisted of portfolio investments. 

Venezuela ranks first as a destination of United States capital in- 
vestments. 

Mr. Gorvox. Do you have a copy of this that can be inserted in the 
record ¢ 

Mr. Harpesty. Several of these charts are in this particular blue- 
book. There are a few that I have that we were unable to get into the 
book. 

Earnings from United States private direct investments in Latin 
America amounted to about $750 million during 1953. The income 
receipts were smaller than $750 million, and amounted to about $600 
million, because approximately $150 million of earnings was rein- 
vested in Latin America. 

Over one-third of all United States private investments abroad are 
in Latin America. Latin America has 37 percent of the foreign in- 
vestment money of American investors. Canada is next, with 32 
percent. Europe now has only 14 percent of American investors’ 
money, and all the rest of the world together, has 17 percent. 

(A chart was shown, entitled “Potential for Development.”) 

(The chart is as follows :) 
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Mr. Harpesry. There was also discussed this morning something 
of the potential for development in Latin America. 

Latin America, as you know, has more than 2.5 times the area of 
the United States. It has vast natural resources. It has a larger 
population than the United States, and the Latin American economic 
development potential is great. 

The output of goods and services in Latin America is growing, but 
is still far below that of the United States. Im 1954, the gross na- 
tional product of Latin America averaged $300 per capita compared 
with $2,200 per capita in the United States. 

This United States population figure of 162.4 million shown on this 
chart is not up to date. We had to have the United States figure com- 
pare with the latest information we had in Latin America. This is in 
mid-1954, about a year ago. At that time the population of the United 
States was about 162.4 million. The population of Latin America was 
about 175 million. 

Incidentally, in this regard, Latin America is the fastest-growing 
large area of the world in population. 

Brazil’s population in 1954 was 57 million. The other Republics 
and the Caribbean territories had 99.4 million people and Argentina’s 
population was 18.7 million. 

The rate of population growth is shown by this chart. 

The percentage of increase in population in the 10-year period 
from 1940 to 1950 in Europe, less the U. S. S. R. was 3.4 percent. 
Asia was 8.9 percent. The United States had an increase in popula- 
tion of 14.4 percent in that decade. Africa was 15.1 percent. And 
Latin America was 23.7 percent. 

In other words, approximately every year enough people to make 

a city the size of Chicago, are being added to Latin America—about 
41/4, million people. 
_ This next chart will give you an idea of the gross national product 
in Latin America, compared to the United States. In 1954, gross 
national product per capita was $2,200 in the United States but 
averaged only $300 per capita in Latin America. 

The high is in Venezuela, $710. Even in Venezuela, which we fre- 
quently refer to as being very rich, the GNP per capita is a little 
less than one-third of what it is in the United States. It goes down 
to the lowest, which is Haiti, which is $75 per person per year. 

(Charts were shown comparing United States and Latin American 
gross national products and rate of investment.) 

(The charts are as follows :) 
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Mr. Harpesty. The relatively low output of goods and services in 
Latin America results in shortages of local investment capital despite 
» relatively high rate of investment. 

| think this is a particularly interesting chart. 

In 1954, either United States capital formation or governmental 
expenditures exceeded the total gross national product of Latin 
America. 

The GNP of the United States in 1954, was $357 billion. The total 
of all Latin America was $52 billion. 

Capital formation was about $53 billion in the United States. I 
think it is interesting to show that this is higher than the complete 
GNP of all of Latin America put together. 

Mr. Futron. Would it be worthwhile to point out that the total 
GNP of England, Ireland, Scotland, and Wales for the same period 
was only $4214 billion? So Latin America in total is almost $10 billion 
above the gross national product of the heart of the great British 
Kmpire. 

Mr. Harvesty. The difference in population on a per capita basis 
would make a difference there. 

Mr. Futron. The Latin Americans are such good customers and 
they are going ahead so fast, why aren’t we in the United States 
Government better to them? I have said that right along. 

Mr. Harprsty. I recognize that. 

There are some interesting charts here, showing the comparative 
investment percentage. 

In the United States, we invest 16 percent of our GNP. 

The Latin American average of 14.3 percent compares very favor- 
ably with ours. Some of them exceed us. Peru, particularly, is 29.6 
percent; and Venezuela, 23 percent. El Salvador is almost equal, 
with 15 percent; Brazil, in spite of the difficulties financially, is still 
l4.2 percent. 

(Charts were shown, entitled “Electric Power Production 1953,” 
“Physicians per 100,000 Persons,” “Highway Mileage per Thousand 
Square Miles,” and “Primary School Teachers.” ) 

(The charts are as follows :) 
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Mr. Harvesty. This chart refers to shortages of basic facilities and 
trained personnel which handicap progress in Latin America. 

Electric power production in 1953, in kilowatt-hours per capita per 
person, was 3,165 for the United States. Chile had 328, which is 
next to the United States, and it drops down to Paraguay with 27 
kilowatt-hours per capita, in comparison with 3,165 in the United 
States. 

Now, I would like to say this completely off the record. 

Mr. Gorvon. Off the record. 

( Discussion off the record.) 

Mr. Gorvon, On the record. 

Mr. Harpesty. We all know about the shortage of doctors in the 
United States. There are 131 physicians for 100,000 people in the 
United States. Cuba is next, with 98. It drops down to Haiti, which 
has 9 doctors per 100,000 people. 

Regarding primary a a the qualifications of primary 
schoolteachers in Latin America are considerably different than in the 
United States. There are several countries which have teachers who 
have only had a third-grade education in the primary schools. 

Argentina, however, has more primary teachers—incidentally, 
Argentina is not one of the countries which lets a teacher teach with 
only a third-grade education, but Argentina has 522 primary school- 
teachers, per 100,000 persons, as opposed to our 450. The figures for 
other Latin American countries may be noted on the chart. 

The lowest one we were able to get was 156 teachers in Costa Rica, 
where many of you have just been. 

(Charts were shown covering concentration of exports by country, 
and coffee and tin prices.) 

(The charts are as follows:) 
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Mr. Harpesty. Many Latin-American Republics are extremely de- 
pendent upon 1 or 2 commodities for their foreign exchange require- 
ments. Prices for these commodities are historically unstable and 
producing countries have little or no control over the world market. 

I think it is interesting to note that 10 of the countries are depend- 
ent upon one commodity for over half of their foreign exchange. In 
1953, petroleum and petroleum products accounted for 95 percent of 
the foreign exchange of Venezuela. 

El Salvador was 87 percent dependent upon coffee; Colombia, 84 
percent on coffee; Guatemala, 75 percent on coffee; Brazil, 68 percent 
on coffee; Haiti, 66 percent on coffee; Cuba, 77 percent on sugar; 
Bolivia, 66 percent on tin; Honduras, 61 percent on bananas; and 
Chile, 57 percent on copper. 

The wide fluctuations in coffee prices are shown by this chart, and 
tin prices since 1953 are shown to have been lower and fluctuating 
rather badly. 

(Charts were shown entitled, “Cost of Living Index” and “Free 
Rates of Exchange.” ) 

(The charts are as follows :) 
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Mr. Harpesty. Inflation and monetary problems present major 
difficulties for some countries. 

We have picked out four countries on the cost-of-living index chart, 
taking 1948 as a base year with an index of 100. By the end of 1954, 
the cost of living index in Brazil had risen to about 200. In Chile it 
had gone to over 600. In Bolivia it had gone to about 1,300; and in 
Paraguay it had reached about 1,500. 

Mr. Gorvon. Don’t you have a similar high cost of living in Vene- 
zuela? 

Mr. Harpvesty. These countries were selected, Mr. Chairman, as the 
most obvious examples of galloping inflationary situations, 

Mr. Gorpon. Isn’t that happening now in Venezuela? 

Mr. Harpesty. I believe the cost-of-living increase in Venezuela 
was not so drastic. It was high there, over a long period of time. It 
is very expensive to live there, but not on a relatively changed basis. 

This next chart is written in reverse, because it means a drop in value 
of money, compared to the dollar. 

The free rate of exchange in Bolivia dropped from about 577 in 
June of 1953 to I believe about 3,000 of their units per dollar in March 
of 1955. 

In Chile it has varied considerably, but it went from about 130 pesos 
per dollar in January of 1953 to 384 pesos per dollar in March of 1955. 
In Brazil, the cruzeiro has dropped considerably. 

(Charts were shown concerning Technical Cooperation Programs 
for Fiscal Year 1955-56. ) 

(The charts are as follows:) 
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Mr. Harpesty. We thought this chart might be of interest to yoy 
to show the emphasis and certain shifts therein in regard to different 
parts of our technical-cooperation program. 

Comparing the present fiscal year 1955 program with the planned 
1956 program, agriculture and natural resources—which is the main 
part of our program in Latin America—will change only slightly 
from 37 percent to 36 percent of the total program. 

The black bar is the 1955 program and the shaded one is what 
we anticipate in 1956. 

Health and sanitation is now 21 percent and in 1956 it is planned 
to be 19 percent. Education would shift from 15 percent to 14 per- 
cent; industry and mining would stay the same; public administra- 
tion the same; transportation would go up from 4 to 5 percent; com- 
munity development, social welfare and housing, would go from 2 to 
3 percent; labor would stay the same, and our other costs in all other 
programs would go from 3 to 5 percent of the overall program. 

Mr. Furron. Mr. Chairman, while we are on the i ey I have a 
small question. 

Mr. Gorvon. Mr, Fulton—— 

Mr. Furron. Why don’t you have an item, or designation for com- 
munity planning and development? One of the chief things I ran 
into when I have been in South and Central America has been that 
they do not have the planning facilities there, nor can they hire the 
people from these more developed countries because of exchange prob- 
lems. The costs are too great. 

I see that you have 2 percent set aside of the overall program for 
social purposes, but why doesn’t our United States program exercise 
more community development planning for the Latin American area, 
so that they can help finance that necessary cost ? 

Mr. Harpesty. Mr. Fulton, we are. 

As you know until relatively recently in our programs, they were 
almost entirely in three fields: agriculture, public health, and edu- 
cation. This chart does show that we are now adding to it, and upon 
their request. We do expect in the future to have considerably more 
emphasis in this field than in the past. A few ey ago this would 
not have appeared at all. We believe we are making progress in that 
regard. 

Mr. Futron. That will help cure a point that I have disagreed upon 
rather severely regarding the program. I feel that when we assist the 
Latin-American nations on the basics upon which they can raise their 
level of living standards, themselves, we are doing much better than 
when we are giving these peoples the end items. 

The same question occurred in the Philippines war-damage claim 
problems, where I favored a project based more largely on meeting 
the basic industrial needs which would provide jobs and increase 
production, while the program was set on end items, giving eacli 
claimant so much money as war damage, which of course, went into 
consumption items in many cases. 

The same problem occurs here. Can we plan the various aid pro- 
grams in Latin America so that the United States by loans and devel- 
opment planning, can oe in raising their industrial production, and 
in raising themselves by their own bootstraps? 
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Mr. Harpesty. May I comment. I agree with you, of course, com- 
pletely on that. 

| would like to say that the elements you mentioned in this par- 
ticular field are not exclusively defined by the small bars that are 
here. For example, in our field of education, this is not formal 
education. It has to do with apprenticeship training and trade 
schools, and so forth, that has to and will overlap, you see, with this 
particular field. ae 

Then, again, health and sanitation. Water supply, for example, 
has to do with community development, of course. So these different 
parts of the technical-cooperation program are more or less inter- 
related. 

Mr. Fuuron. I notice you have community development associated 
with social welfare and housing. I am not talking in my recom- 
mendations on either social welfare, nor housing. As we did in the 
Marshall plan, we supply the planning brains that on a regional basis 
helps set up an industrial complex. 

Mr. Harpesry. It includes designing and materials and study of 
indigenous materials for construction and things of that sort. We 
are in that field and it is a growing one. 

Mr. Fuuron. Thank you. 

(A chart was shown entitled “Programed Contributions to 
Technical Cooperation Projects in Latin America.’’) 

(The chart is as follows :) 
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Mr. Harpesty. Last year we had a chart that was a little confused 
and difficult to read. I believe this chart is a little better. It shows 
the relationship of the contributions made by the host countries them- 
selves to the programs in which we participate. The increasing contri- 
butions by host countries by contest attest to the manifold benefits 
brought by technical-cooperation programs. 

During the period 1943 through 1956 the host countries will have 
contributed 65 percent to our 35 percent. 

There was a time, of course, at the outset, when we contributed 
the very largest part of it. As you see on the chart, it has grown to 
the point where the United States contribution as compared to the host 
country contribution is much smaller. 

(A chart was shown entitled, “Technical Training in United States 
and Third Countries.”) 

(The chart is as follows :) 
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Mr. Harvesty. One of the things that is growing and which we 
think is of considerable benefit to the Latin-American nations, as 
well as to the technical experts, is what we call the training program. 
That is the bringing to the continental United States and to other 
areas, including Puerto Rico, trainees, in the different technical fields. 

This chart gives the field of activity and number of persons who 
will have come to the United States during the years from 1952 
through 1956. The traiming categories include: Agriculture and 
natural resources, health and sanitation, education, labor, industry 
and mining, public administration, transportation, community devel- 
opment, and it is anticipated that for the first time this year there 
will be some training in atomic energy and allied subjects. 

Thank you, Mr. Chairman. 

Mr. Gorpon. Thank you very much, Mr. Hardesty. Any questions? 

Mr. Fuxron. My question is, How do we help the average guy in 
South America and Central America to get ahead? A good example 
of that is this: In Brazil, if a man with a job at the Ford Motor Co. 
wants to borrow money on a mortgage to build his house, he pays 
30 to 35 percent a year for interest. I asked one of them, “Why don’t 
you have your house ?” 

He said, “Well, by paying 30 to 35 percent a year I never could 
own it on the salary I make.” 

Likewise he has to pay so much to keep two children in school 
beyond the fourth grade, and by the time he pays that high expense, 
plus food and a little clothing, he has nothing left, although he does 
have a good job with an American company. 

My question is, Where there is so much capital investment, where 
there is so much need for capital because of the high interest rates 
charged both businessmen and private individuals, how can we break 
the stranglehold caused by the high interest rates? They are exorbi- 
tant rates. Some lenders are charging good rates, but others are just 
bleeding the economy white. Now, how do we get through to the 
average individual and help him progress and break this strangle- 
hold of some of these economic burdens ? 

[ would like to go off the record. 

Mr. Gorvon. Off the record. 

(Discussion off the record.) 

Mr. Gorvon. On the record. 

Mr. Fuutron. Do you recommend increasing the guaranty invest- 
ment program, as some of us would like, from $200 million to $400 
million, in order to have more room for operating in the Latin- 
American area 

Mr. Harpvesty. I would not be opposed to it, but until we have 
more experience as to need, I believe the $200 million would be appro- 
priate at the moment. 

Mr. Gorpon. If there is nothing further, the committee stands 
adjourned until 2 p. m. 

(Whereupon, at 1:10 p. m., the committee adjourned, to reconvene 
at 2 p.m. the same day.) 


(The following chart was also submitted for the information of 
the committee :) 
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AFTERNOON SESSION 


The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 2:10 p. m., Hon. Thomas 8. Gordon, presiding. 

Mr. Gorvon (presiding). The committee will come to order. As 
our first witness this afternoon we have with us Hon. Livingston T. 
Merchant, Assistant Secretary of State for European Affairs. Also 
with us is Mr. Stuart S. Van Dyke, Acting Regional Director, Office 
of European Operations, Foreign Operations Administration. 

Mr. Merchant, do you have a statement, or do you want to make 
some comments before the committee ? 


STATEMENT OF HON. LIVINGSTON T. MERCHANT, ASSISTANT SEC- 
RETARY OF STATE FOR EUROPEAN AFFAIRS 


Mr. Mercuant. I have prepared a statement which I believe has 
been distributed. If it is agreeable to you, I suggest that it be incor- 
porated in the record. I might mention in a few sentences some of the 
developments in the European area since I last appeared before this 
committee. 

Mr. Gorpon. Without objection, your statement will be inserted in 
the record at this point. 

(The material referred to is as follows :) 

Mr. Mercuant. The value of the mutual security program as it re- 
lates to the European area has been proved many times in the past. 
But its merits have never been demonstrated so concretely as in recent 
weeks. We are witnessing a series of truly remarkable developments 
in Europe which have attracted the eager attention of the entire world. 

The Federal Republic of Germany has regained its sovereignty and 
has been admitted to NATO. The Western European Union has be- 
come a reality. Germany is preparing to contribute substantial mili- 
tary forces to the common defense. The NATO countries are think- 
ing and working together in a spirit of solidarity and mutual under- 
standing. Soviet relations with neighboring states have assumed a 
new tone of temperance and moderation, and although their sincerity 
remains to be tested, the Soviet leaders appear to be making a vigorous 
effort to convince the world that they are reasonable men who really 
desire peace. Nearly 10 years of painful and disappointing negotia- 
tions have culminated with the signature by the Soviet Government of 
an Austrian Treaty on essentially the terms proposed by the Western 
Powers long ago. After bitter castigation and denunciation of the 
Yugoslav Government, the Soviet leaders have recently visited Yugo- 
slavia with hat in hand in a dramatic but unsuccessful effort to woo 
this country back into the Soviet fold. More recently an invitation 
to visit Moscow has been extended to Chancellor Adenauer, head of 
the German Federal Republic which the Soviet Union has thus far 
refused to recognize. Most important of all, perhaps, is the fact that 
the Soviet Government has agreed to a Big Four meeting to consider 
Ways and means of approaching a settlement of outstanding differences 
and a relaxation of world tensions. 

Some of these events, particularly those involving Soviet policy, are 
difficult to interpret. Categorical assumptions at this time concern- 
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ing Soviet motives would be dangerous. There is not yet any evidence 
to suggest that the Communist ambition for eventual world domina- 
tion has been abandoned. In this sense, recent Soviet moves may 
properly be described as tactical maneuvers. But a question remains 
as to whether this shift in tactics is aimed essentially at inducing the 
free world to relax its guard, weakening Western unity and thereby 
establishing a political bridgehead for further Soviet expansion, or 
whether these new tactics reflect growing Soviet recognition of the 
risks of direct expansionist activities and a genuine interest in estab- 
lishing new relationships with the West. Under these circumstances, 
while standing ready to seize every reasonable opportunity to improve 
the prospects of peace, we must also remain prepared for less favor- 
able contingencies. 

One thing seems virtually certain. Regardless of the aims of cur- 
rent Soviet policy, there can be little doubt of its origins. It is beyond 
question that recent Soviet moves have been inspired largely by the 
increasing strength and unity of the non-Communist world. Our mu- 
tual security program in Europe is doing exactly what the executive 
branch and the Congress have always intended it should do—it is 
creating “a position of strength” from which we may effectively pursue 
our initiative for lasting peace and freedom. In the European area, 
at least, the fruits of our mutual security policies have begun to ripen. 

Secretary Dulles, Governor Stassen, Assistant Secretary Hensel, 
Admiral Radford, and other officials have already described the fun- 
damental principles of the proposed mutual-security program for 
fiscal vear 1956. While I shall try to avoid needless repetition of what 
they have said, I want to summarize the significant features of this 
program as it applies to the European area. 

For all practical purposes, the mutual-security program in Europe 
during recent years has been an integral part of our own national 
defense program. Since the completion of the European recovery 
program, virtually all assistance to Europe has either been in the form 
of military end-items or has been otherwise designed to support allied 
defense efforts. We have not ignored the status of the European 
economy, since we are fully aware that an effective defense program 
must rest upon a sound economic base. We also know that serious 
economic deterioration in Europe would produce a threat to Euro- 
pean security no less dangerous iat the threat of military aggression. 
Therefore, we and our allies have labored to maintain a judicious bal- 
ance between military effort and economic capabilities, and our assist- 
ance programs have necessarily reflected this objective. With minor 
exceptions, however, it can be said that our assistance to Europe has 
been used wholly for defense purposes. 

The heavy emphasis placed upon military assistance to Europe does 
not mean that the military threat to Europe is greater than to other 
parts of the world. Nor does it mean that our European allies are 
weaker and less capable of defending themselves than our allies 11 
other areas. On the contrary, our military assistance to Europe has 
been justified by the very fact that free Europe possesses great poten- 
tial strength. More than any other part of the free world outside the 
United States, the non-Communist nations of Europe are capable of 
maintaining sizable modern armies and using modern weapons and 
equipment. Moreover, these nations have demonstrated their willing- 
ness to use a substantial part of their own resources for defense pur- 
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poses—to put large numbers of men under arms and to spend more 
than $3 of their own money for each dollar’s worth of assistance re- 
ceived from the United States. For these reasons, we have looked 
upon Europe as an area which affords unusual opportunities for profit- 
able investment in mutual defense. 

Our European-assistance programs are actually a part of our long- 
term policy of seeking more defense for less money. We have learned 
by experience that a relatively moderate amount of American aid, in 
combination with Europe’s own substantial defense efforts, can pro- 
duce more total defense than the United States could expect to attain 
by spending the money in any other way. The levels of aid provided 
to particular countries do not necessarily reflect their weaknesses and 
deficiencies, but reflect the opportunities available to achieve more 
efficient utilization of our combined resources in the interest of our 
common security. 

As I said earlier, the mutual-security program in Europe has paid 
off, both in military and political terms. The virtual military vacuum 
that existed in Europe 5 years ago has been converted into a position 
of considerable strength. Our NATO allies have built and are main- 
taining armed forces larger in size than our own, at a cost to the United 
States that is less than one-tenth the cost of our own Military Estab- 
lishment. These forces are far better organized, better equipped, and 
better trained than when the mutual-security program began. We 
have a unified command structure with joint planning and joint oper- 
ational maneuvers. We have a large number ot airbases financed and 
shared in common by the NATO countries. Meanwhile, we have also 
developed mutually profitable military relationships with certain 
countries outside NATO, such as Spain and Yugoslavia. 

Equally important are certain significant political results to which 
the mutual-security program has indirectly contributed. There has 
been no war in Europe—no military hostilities of any kind since the 
program began. The Communists have enslaved no additional ter- 
ritories nor peoples, and Communist political influence has declined in 
almost every free European country. The Soviet Government itself 
has radically changed its tactics. Western governments are internally 
more stable and have achieved increasingly effective practical cooper- 
ation with one another. The recent ratification of the Paris agree- 
ments not only makes possible the addition of an important German 
contingent to NATO’s defense forces, but should also help to solidify 
the unity of free Europe as a whole. 

All these favorable results have been achieved without injury to 
the European economy. At the same time that our European allies 
have been doubling their defense expenditures and quadrupling their 
military production, they have made steady economic progress in 
terms of overall production, trade, fiscal stability, and living, stand- 
ards. In almost every way, Europe is stronger and more capable of 
making a positive contribution to our common security objectives than 
when the mutual-security program began. 

rhe proposed program for fiscal year 1956 reflects the progress 
tlready made in building European defenses, as well as the general 
upswing in European economic conditions. It also takes account of 
the fact that a considerable volume of military equipment and supplies 
are still in the pipeline—still available for delivery from previous 
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appropriations. As a result, the fiscal year 1956 program in Europe 
represents a modification of previous requests, in terms of both the 
total amount and the types of assistance proposed. It is planned 
that our European allies will continue to receive substantial quantities 
of military equipment financed from earlier appropriations, and it is 
also contemplated that they will receive a sizable portion of the over- 
all military assistance which the President is requesting this year but 
which has not been allocated on a regional basis. However, no new 
funds are being requested for providing special support to the defense 
activities of any of the original NATO countries, nor to give any 
other kind of economic assistance to these countries. It is believed 
that our NATO allies will be capable of meeting current defense goals 
without this extraordinary assistance. Their ability to do so in the 
future, of course, will depend upon the levels of the defense goals 
which are mutually determined to be desirable. 

The new funds requested specifically for the European area this 
vear total only $95 million. These funds are needed to support. the 
defense efforts of two key European countries (Spain and Yugoslavia) 
which lie outside the NATO security system, to provide necessary 
political and economic support for West Berlin, and to carry for- 
ward a small selective technical-exchange program. In addition, we 
are requesting funds to pay the United States share of the NATO 
civilian headquarters budget. 

I do not believe that the assistance proposed for these purposes 
requires elaborate explanation. The United States has a broad agree- 
ment with Spain for the construction and joint use of a series of 
strategic air and naval bases. As a corrollary to this agreement, we 
“re assisting Spain in building a more modern and effective defense 
system. ss 

Yugoslavia is the only country which has yet broken away from 
the Soviet bloc and, because of its geographical situation and its low 
national income, is compelled to expend a higher proportion of its 
resources for defense than any other country in Europe. The impor- 
tance of a strong and independent Yugoslavia needs no better demon- 
stration than the recent Soviet efforts to cajole the Yugoslavs once 
again into the Soviet orbit. Neither Spain nor Yugoslavia partici- 
pated in the Marshall plan nor in the early military-assistance pro- 
grams, and neither has an economic base which is capable of sustaining 
the defense efforts which they are attempting to carry forward. Since 
United States interests are served by strong defense establishments 
in both countries, it is important that we provide a limited amount of 
special assistance to support these defense efforts. 

West Berlin, as you know, is a vital Western outpost surrounded 
by Soviet-dominated territory. Its continued independence and alle- 
giance to the West has profound political and psychological signif- 
cance. Moreover, it provides a gateway to freedom for thousands of 
refugees from Eastern Europe. I am sure you will agree on the 
unportance of maintaining the security, the integrity, and the eco- 
nomic health of West Berlin. 

The small technical exchange program which I mentioned is de- 
signed to permit a flow of know-how, concepts, and techniques between 
the United States and Western Europe. We are especially anxious 
to advance the principles and practices of free enterprise in Europe?! 
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business and industry, and to assist free trade unions in their struggle 
»oainst Communist-dominated labor organizations. 

it should be clearly understood that the limited program of assist- 
-nce proposed for Europe in fiseal y ar 1956 does not imply that 
nited States interest in Europe has diminished. Our security and 
our own national defense requirements, for many years to come, will 
continue to depend in large measure upon the strength which free 
Europe is able to maintain. 

Nor does the present program mean that all our problems in Europe 
have been solved. There are still serious deficiencies in the NATO 
defense system, and it is probable that new difficulties will come to 
light in connection with the current revision of NATO strategic plans. 
\We have made a heavy investment in European military power and 
this investment has paid handsome dividends, but it would be a 
serious error to assume that our job is finished. The investment must 
be protected, and future opportunities for securing more effective 
combined defenses at low cost to ourselves must be explored as they 
rise. 

The European political situation, European economic trends and the 
requirements for military defense are all part of a fluid and rapidly 
changing picture, and it is impossible to predict which the future 
holds. We can be certain only that the basic principle of collective 
scurity will remain valid for as long as we can see into the future, 
and that all Europe’s problems will be, in a very important sense, 
our own problems. The nature and extent of the United States con- 
tribution to collective security in the Atlantic area may vary wit): 
changing circumstances, but the essential value of this contribution 
continues to be manifest. As our policies prove successful, they should 
be carried forward. It would be contrary to our best American 
tradition to take out a pitcher when he is pitching a winning game. 

Mr. Gorpon. You may proceed. 

Mr. Mercuant. I am sure that from previous witnesses the coni- 
mittee is familiar with the major development in the European area: 
so, I will attempt to be very brief to avoid duplication, and then expose 
myself to questioning. . 

I think the last 12 months we can truthfully say have been a yea 
of considerable accomplishment in the European area. 

| think there are evidences of greater unity in the free part of 
Europe. There has certainly been maintained the high level of trade 
and production. There has been a continuation of a satisfactory 
defense effort. There have been in the political area certain develop- 
ents of great significance. 

| would list the first as the agreement on Trieste, which was reached 
last October ; secondly, I would list the London and Paris agreements. 
which were concluded in October of last year, after the near disaster 
of the failure of the EDC. That network of agreements came into 
effect early last month. The outstanding results which they incorpor- 
ated were the restoration of sovereignty to the Federal Republic of 
Germany, the entrance of Germany as a full member of the North 
Atlantic Treaty Organization, the revision of the Western European 
Treaty, with the admission of both Italy and Germany to membership 
and collaterally the settlement between France and Germany of the 
long-standing Saar dispute. 
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Finally, the most outstanding recent development has been the con- 
clusion of the Austrian Treaty, which was signed in Vienna the middle 
of last month, which represented the conclusion of 8 or 9 years of 
unremitting efforts on the part of the Western Powers in the face of 
Soviet intransigence to restore the independence to Austria which ha 
been promised by the Great Powers as early as 1943. 

I do not think that there is any doubt that we are witnessing a major 
shift in the tactics of the Soviet Union. I would cite in support of 
that 3 or 4 significant developments. One, of course, and an outstand- 
ing one, is the signature of the Austrian Treaty, the significance of 
which, it seems to me, is very difficult to overestimate. Involved jn 
that treaty is the withdrawal of the Red Army from the eastern or 
Soviet zone of Austria. That marks the first backward step of the 
Red Army since the high water mark of 1945. The repercussions, | 
believe, in the satellites and elsewhere, will be enduring and sub. 
stantial. 

The visit of the Soviet leaders in a pilgrimage of penance to Bel- 

zrade I consider another reflection of a major change in tactics, and 
sendleriy one which is likely to have far-reaching results. The invi- 
tation of the last few days issued to Chancellor Adenauer to come to 
Moscow represented an extraordinary reversal of past policy and 
attitudes. 

Chancellor Adenauer told me this morning that in nearly every fae- 
tory in East Germany, in the Soviet Zone of Germany, he is told 
there are still pictures hanging on the wall which depict him as the 
No. 1 enemy. 

Finally, the ready acceptance of the Soviet leaders to the so-called 
meeting “at the summit,” which has now been agreed to for the 18th of 
July at Geneva, represented an extraordinary reversal of the attitude 
they have maintained during the entire period when the ratification 
of the Paris and London Agreements w was underway, where the con- 
trolled organs of the Soviet Union consistently said that if these 
agreements went through, then it was pointless to talk about Ger- 
many and related problems. 

So, I think we do see an important shift in tactics, though not in 
objectives, and one which may not have yet completely unfolded. 

On the program which I am here to support this afternoon, Mr. 
Chairman, the total figure in terms of specific programs for Europe 
is $95 million, which breaks down into an aggregate of $5.5 million 
for the technical exchange and assistance program for all of Europe, 
a figure of $28 million for Spain, which would be devoted to pro}- 
ects : directly connected to and in support of our base construction pro- 
gram in that country, thirdly, a total of $21 million for West Berlin, 
which is a continuation there of the program that we have supp: wrted 
in recent years and which it seems to me is so much in our interest to 
support, in contributions to activities designed to increase the pro- 
ductivity and reduce unemployment in the western or free sector of 
Berlin. 

As all of you know so well, West Berlin is an island of freedom 
in the Soviet Zone. It is greatly to our interest that we should en- 
courage the citizens of Berlin to maintain a stout and productive an( 
free existence, and the contribution of $21 million aie us to have 
a considerable voice in the projects on which they embark to that end. 
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Lastly, the fourth item, is a figure of $40,500,000, of which $4,000,000 
is for direct forces support, to be contributed to Yugoslavia. 

So, in summary, sir, I would point out that these programs, which 
total appreciably less than the comparable programs requested last 
vear, reflect the progress being made, and that they individually and 
in the aggregate, in my judgment, correctly invite the support of this 
committee as being in our own national interest. I would be delighted 
to answer any questions that the committee might want to put. 

Mr. Gorvon. Thank you for your statement. We will now proceed 
under the 5-minute rule. Then we can revert to other questions by 
the members. Dr. Morgan. 

Mr. Morgan. I will pass, Mr. Chairman. I want to read his state- 
ment. I just came in. 

Mr. Gorpvon. Mr. Carnahan. 

Mr. CarNAHAN. I notice you were perhaps careful to say that the 
tactics of the international Communists are undergoing a shift, but 
that in your opinion their overall aims have probably undergone no 
change ¢ 

Mr. Mercuant. I agree with you, sir. I think the tactics have 
undergone a shift. I think the long-term aims remain unchanged. 

Mr. CarNnAHAN. You attribute the change in their tactics to the suc- 
cess of our programs over the past years? 

Mr. Mercuant. I attribute them directly to the increased strength 
of the free world, and to a recognition on the part of the Soviet Union 
leaders that the policies in Europe they have been following in recent 
years have been a failure. 

Mr. CarNAHAN. Are you in a position, and would you care to per- 
haps comment further on that invitation of Adenauer to visit with 
the Communist leaders and what, if any, could you give us as his 
reaction, his plans? 

Mr. Mercuant. I don’t believe, sir, I can properly comment on his 
plans, nor am I sure that they have been completely decided. The 
reply which was given by the Bonn Government a day or so after the 
issuance of the invitation was to indicate that it was welcomed, that 
this raised questions which would have to be examined, and that a 
further reply would be made later. 

I think the invitation itself, as I believe I indicated, is another 
demonstration or piece of evidence of the soundness of the policies 
which the Federal Republic have been following in concert with us 
and our other allies. 

Mr. Carnanan. Would you care to comment on the visit of the 
Communists to Yugoslavia ? 

Mr. Mercnant. Yes, sir. I think that was a reflection of the success 
of the independent policy which Marshall Tito has followed since 
his break with the Soviet camp. I think it was a feather in his cap. 
| judge it a humiliating action for the Soviet rulers to make their 
pilgrimage to the seat of the arch heretic. 

i am satisfied that this will produce repercussions throughout all 
of the satellite countries, and lasting repercussions. 

Mr, Carnanan. Is there any particular reaction to Tito and his 
response to the visit? Is it encouraging to us? Did we come out 
With what we consider gains in his handling of himself at the meet- 
ings, from your point of view? 





376 MUTUAL SECURITY ACT OF 1955 


Mr. Mercnant. I think from our point of view, sir, the evidence js 
that he handled himself well, with self-confidence, with toughness for 
the maintenance of the position of Yugoslavia. 

I think there was significance in the fact that whereas Khrushchey 
headed the delegation and made the opening speech at the time of the 
arrival at the airport of the Soviet delegation, it was Bulganin who 
signed the communique. I think this was in vindication of the 
Yugoslav contention and intention to maintain this visit on an inter- 
governmental basis rather than on an inter-party basis. 

Mr. Carnanan. That is all, Mr. Chairman. 

Mr. Gorvon. Mrs. Bolton. 

Mrs. Bouron. I regret very much that I had to be on the floor for a 
few minutes and missed the statement. I have no questions at this 
time. 

Mr. Gorpon. Mrs. Kelly. 

Mrs. Keutity. Thank you, Mr. Chairman. Mr. Merchant, I am 
always glad to have you before our committee, in view of your asso- 
ciation with Europe. I have several questions at this point. Do you 
know who issued the invitation to Chancellor Adenauer ? 

Mr. Mercuant. You mean whether Bulganin or Molotov signed it? 

Mrs. Ketiy. Yes. 

Mr. Mercuant. I am afraid I don’t. I will check it, though, for 
the record. 

Mrs. Ketry. I would like to know. 

Mr. Mercuanvt. It is my impression it was Bulganin. 

(The following information has been supplied for inclusion in the 
record :) 

The invitation for Chancellor Adenauer to visit Moscow was issued in the third 
person from the Soviet Embassy in Paris to the German Embassy in Paris and 
was not signed. 

Mrs. Ketry. I have been asked many questions concerning Chan- 
cellor Adenauer’s reaction to this invitation. I know what is taking 
place at this moment is rather questionable. If he is given a plan 
where the leaders of the Kremlin will return East Germany for Ger- 
man neutrality for a period of years, do you think he will be forced 
by_public opinion to accept ? 

Wr. Mercuant. I think Adenauer is just as firm as we are in the 
belief that neutrality or neutralization is just not applicable to Ger- 
many, and that Germany’s security and independence depends on 
Germany’s continued ability, united Germany as well as the Federal 
Republic, to associate itself freely in collective-secur ity arrangements, 
in other words, in NATO and Western European Union. 

Mrs. Ketity. What is the status of our agreements with West (ier- 
many, if there is such a situation? Will they have the power to 
rearm ¢ 

Mr. Mercuant. Under existing agreements, you mean? Their 
membership in NATO and Western European Union ? 

Mrs. Ketiy. Yes. If the U.S. S. R. terms are accepted, or if he 
accepts any other plan permitting unification of West and East Ger- 
many, what would the status be? Would that be a breach of our 
ugreements with West Germany ? 

Mr. Mercuant. No; I think it is accepted that if and when Ger- 
many is unified and a new all-German Government comes into power 
governing the united Germany, that that new all-German Govern- 
ment will have a freedom of choice as to its associations and as to its 
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assumption of treaty obligations of either of the original constituent 
parts of the union. Of course, under existing treaty engagements, 
under the German Federal Republic’s membership in NATO and 
Western European Union, it has the right to rearm within ceilings 
which have been agreed to, which by unanimous agreement in the 
(‘ouncil of Western European Union can be raised. 

Mrs. Ketiy. The present status is that all participating countries 
have agreed to WEU. 

Mr. Mercuant. That is correct. The treaties have been ratified, 

Mrs. Kexiy. That is in being? 

Mr. Mercuant. Yes. What remains to be done before actually you 
have German combat forces in uniform and being trained is the pas- 
sage of certain legislation by the German Parliament. 

Mrs. Ketity. We had some questions and answers on that the other 
day. I understand Chancellor Adenauer has technical difficulty with 
the rearming resolution in the Bundesrat. - 

Mr. Mercuant. The Bundesrat, which is the Upper House, sent 
back to the Government the draft bill which it had submitted, enabling 
on an interim basis, pending permanent and more complete legislation, 
the admission to the status of civil servants of volunteers in the armed 
services. 

I don’t think that in any sense represented a rejection or an objection 
to the concept. 

Mrs. Ketiy. You feel at this point that West Germany will live up 
to the present status and present agreement ? 

Mr. Mercuanrt. I definitely do. 

Mrs. Kexiy. To return to the $95 million you have just mentioned, 
that is the only money allocated in this bill for defense support for 
Kuropean NATO? | 
Mr. Mercnant. That is correct. 

Mrs. Ketiy. We have enough from past programs in the pipelines ; 
that correct ? 

Mr. Mercuant. The pipeline in Europe is pretty well exhausted 
by now. 

Mrs. Ketiy. It is exhausted? 

Mr. Mercuant. No. In some countries there is still something in 
the pipeline. 

Mrs. Kexiy. “In the pipeline,” do you mean unexpended balance? 

Mr. Mercuant. No; I mean undelivered. 

Mrs. Ketry. How much have we unexpended for Europe? Have 
you any idea ? 

Mr. Mercuant. I would have to ask Mr. Van Dyke that. 

Mrs. Ketty. Is he going to testify ? 

Mr. Gorpon. Yes. : 

Mrs. Ketty. You will answer that later on? 


i 


Pp 


STATEMENT OF STUART S. VAN DYKE, ACTING REGIONAL DIREC- 


TOR, OFFICE OF EUROPEAN OPERATIONS, FOREIGN OPERATIONS 
ADMINISTRATION 


Mr. VAN Dyker. We expect no money to be unobligated at the end 
of this fiseal year. 

Mrs, Krtiy. It will all have been obligated for Europe? 

Mr. Van Dyke. Yes. 

Mrs. Ketiy. Have you any idea how much that is? 
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Mr. Van Dyke. That will have been obligated ? 

Mrs. Keity. How much unexpended is earmarked for Europe? 
What about offshore procurement, Mr. Merchant? 

Mr. Mercuant. As I understand it, Mrs. Kelly, any funds in the 
legislation before the committee, which would be devoted to offshore 
procurement, would come under the global military figures, which 
Secretary Hensel has been testifying on here. 

Mrs. Key. I have to return to Yugoslavia, because it annoys me, 
Here we come to new moneys. Is it $41 million that is in this bill 
for Yugoslavia? 

Mr. Mercuant. I think it is $40,500,000. 


STATEMENT OF NORMAN S. PAUL, DEPUTY DIRECTOR FOR CON. 
GRESSIONAL RELATIONS, FOREIGN OPERATIONS ADMINISTRA.- 
TION 


Mr. Pavv. That is right. 

Mrs. Ketity. That is for defense support and for economic aid; is 
that correct ? 

Mr. Mercuant. That is correct; $4 million of that, Mrs. Kelly, is 
for direct forces support, with which term the committee is familiar. 
Of the balance, roughly, one-half, would be in the form of surplus 
agricultural commodities. 

Mrs. Keity. In the military book that we had yesterday, I don’t 
know if it is in this, it said that Yugoslavia was in the position to 
produce its own arms, that it had reached that status of capability. 
I understand there is offshore procurement money in this $41 million 
to help them in their industrial capacity. Is that for production of 
arms or ammunition, do you know ¢ 

Mr. Mercnant. I will ask Mr. Van Dyke to check me. My impres- 
sion is that in the $40.5 million there is no figure calculated for offshore 
procurement or purchase in Yugoslavia of ammunition or military 
end items. 

Mr. Van Dyke. That is correct. 

Mr. Gorpvon. If there are any military questions, we have Colonel 
Critz here, who would probably reply to such questions. 

Mrs. Keitiy. Do you think it would be damaging if we cut off aid 
io Yugoslavia, Mr. Merchant? 

Mr. Mercuwant. At this point I definitely do, Mrs. Kelly. 

Mrs. Ketty. How would you feel, may I ask, if Germany became a 
neutral? Would you still think that the United States should give 
Germany aid? 

Mr. Mercnant. That is so remote and hypothetical a question, and 
so highly improbable, I just couldn’t say. 

Mrs. Ketiy. I am thinking in terms of a possible amendment, for a 
neutral nation. I am just wondering how it would affect Germany. 

Mr. Mercnant. Of course, the only aid we are giving in economic 
form to Germany is, as I think I said earlier, devoted to West Berlin, 
which is not legally or juridically a part of the Federal Republic. 

Mrs. Ketty. We are anticipating a meeting of Yugoslavia and our 
officials; isn’t that correct ? 

Mr. Mercuant. There will be a meeting of the three western am- 
bassadors with high Yugoslav officials starting on the 24th of June 1 
Belgrade. 
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Mrs. Ketty. Do you know if our Government has received any 
advance information of what they desire to have on the agenda of that 
meeting ? 

Mr. Mercuanr. Yes, we have, Mrs. Kelly. Ambassador Riddle- 
berger is back here. 

Mrs. Ketiy. He will come before our committee? 

Mr. Mercuant. Yes. I talked to him last night and again this 
morning. The agenda, I think, will be very broad, an exchange of 
views on the political level on a very broad range of subjects. 

Mrs. Ketuty. That is all at the moment, Mr. Chairman. 

Mr. Gorpon. Mr. Radwan. 

Mr. Rapwan. I have no questions at the moment, Mr. Chairman. 

Mr. Gorpon. Mr. Hays. 

Mr. Hays of Ohio. Mr. Merchant, as I understand it, and it is diffi- 
cult to find out for sure because of the way the military are handling 
their end of it, but, as I get the picture, the amount to be allocated to 
Greece next year has been drastically cut; is that correct? 

Mr. Mercnant. By an anomaly in the State Department organiza- 
tion, Mr. Hays, which goes back many years, Greece is considered a 
part of the Near East and not of Europe. So, it doesn’t fall under 
my area of responsibility. Maybe Mr. Paul has the answer to that. 

Mr. Pau. Yes, sir. If I may, Mr. Chairman, the level for Greece 
for this year, Mr. Hays, was $26.6 million of defense support and 
technical cooperation. 

(Discussion off the record.) 

Mr. Pauu. For next year, we have projected $16.5 million for Greece 
of defense support, which is less than the current year. 

(Discussion off the record.) 

Mr. Paun. However, as the witnesses also indicated yesterday, there 
is a possibility that our aid level for Greece for next year is low. 

Mr. Hays of Ohio. At the present time the Greeks have 12 divisions. 
According to their population, if we had an army the size of theirs, 
we would have in the field 240 divisions. In addition to that, they 
have the equivalent of 2 divisions on the northern borders, of which 
they have more than 600 miles bordering Communist countries. So, 
projecting that, we would have an additional 24 divisions, if we did 
the same on a population basis. 

I think the Greeks in their fight, what they did in Korea, what they 
did against the Communists, have proved to be one of our most valuable 
allies. I would like to tell you that I have supported this legislation 
ever since I have been in Congress. If that is what they are going 
to do with Greece, I can find it possible, if necessary, to not support 
any of this. 

Mr. Pauu. The estimates we have given for Greece for next year do 
not reflect any lessening of the confidence or friendship or support 
of the Greek Government. As a matter of fact, if they need additional 
aid, as it turned out they did this year, I am sure this Government 
would be very happy and willing and anxious to fill whatever needs 
they might have. 

We have, as you know, sir, furnished Greece over the past several 
years well over a billion dollars of economic assistance. 

Mr. Hays of Ohio. I am aware of that. When you come in with 
a bill to give Yugoslavia, and Tito, who I am convinced, and have 

63245—55——25 
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always been convinced, and am more convinced now, has never been 
friendly to us, the amount you are giving him and cut Greece down, 
I think we can make a pretty good argument against the whole bil! 
on the floor, if necessary. I don’t like it. I note the Greek Govern- 
ment is disturbed about it. I have communications through official 
channels that they are very disturbed about it. The Greek Govern- 
ment has put on an additional tax burden on their people, who are 
certainly groaning under taxes now. I think they have just about 
reached the breaking point. I think they are a far more important 
link in our economy out there than Yugoslavia is or ever will be. I 
think when the showdown comes you won’t be able to rely on Brother 
Tito, and I know we can rely on the Greeks. They have proved it. 

Mr. Proury. Would the gentleman yield? I would like to inquire 
concerning the present tax system in Greece, is any effort being made 
in the direction of having the wealthier people assume their share of 
the tax burden? There has been quite a lot of criticism in the past 
about that. 

Mr. Pau. There has. I would be glad to get a written statement 
on that. 

Mr. Hays of Ohio. I appreciate your bringing it in. It is very 
pertinent. I don’t know the answer to that either. They say they 
are making every effort to spread the tax burden equitably. I can’t 
give you the breakdown on it. I do know that from the per capita 
income of the country, and the population of the country, the per 
capita income is about $178 per person, but they are maintaining an 
armed force out of all proportion to anything else that our allies are 
doing. 

Mr. Gorpon. There was quite a bit of testimony on that yesterday. 
I think that is all in the record. 

Mr. Hays of Ohio. I will have to check into that further. 

(Additional information was furnished by the Foreign Operations 
Administration on the above question. See p. 770.) 

Mr. Gorpon. Mr. Adair. 

Mr. Aparr. Mr. Chairman. Mr. Merchant, I have sort of a legal- 
istic question concerning the EDC and the Richards amendment. I 
don’t know if it ought to be directed to you. It is an effort to clarify 
my own thinking. Perhaps it could be directed to Mr. Van Dyke. 

Let me state it. If it is not in your proper field, please feel free 
to say so. It is a matter that I mentioned to representatives of the 
State Department briefly on one occasion. In last year’s bill there 
was incorporated the so-called Richards amendment, which ties in 
to the European Defense Community. There are still some funds 
being used, as we just heard, under last year’s bill. 

My question is: Since the European Defense Community did not 
come into full maturity, are we legally doing the correct thing to con- 
tinue to use those funds, or does this legislation need to be amended 
to take care of that situation ? 

Mr. Mercuant. I would like to check that, Mr. Adair, if I might. 

(Discussion off the record.) 

Mr. Donovan. Will the gentleman yield? Could you read the 
Richards amendment ? 

Mr. Aparr. It is about 10 lines. 

Mr. Gorvon. You may proceed. 


Mr. Apatr (reading) : 
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In order to promote an integrated defense of the North Atlantic area and to 
support concrete measures for political federation, military integration, and eeo- 
nomie unification in Europe, equipment and materials of the yalue programed 
for fiscal years 1954 and 1955 for nations signing the treaty constituting the 
European Defense Community shall, pending the coming into force of the treaty, 
be delivered only to such of these nations as have ratified the treaty, and have 
joined together in or are developing collective defense programs in a manner 
satisfactory to the United States as determined by the President. 

I think that is the pertinent wording. You see my question, as to 
the strict legality of permitting this flow to continue. I would say, 
Mr. Secretary, I have no objection to amendatory wording being put 
in. While I voted against the bill a year ago, it is the law, and I think 
it ought to continue, but it ought to be done in strict legality. I 
would be delighted if I could have some legal opinion from you upon 
that point. 


STATEMENT OF COL. H. H. CRITZ, OFFICE OF MILITARY ASSISTANCE, 
DEPARTMENT OF DEFENSE 


Colonel Crrrz. It applies primarily to the mutual defense assistance 
programs, that is, the delivery of military aid beyond the amount of 
the 1953 program. We have limited the amount of deliveries to Italy 
and France to not exceed the total up to the 1953 program. 

Mr. Aparr. In other words, Mr. Chairman, then, Colonel, you are 
abiding by this provision now ? 

Colonel Crira. Yes; right now. 

Mr, Apair. Is it hampering your operation in any way ? 

Colonel Crrra. We can put it on this basis, sir: We, of course, are 
delivering nothing in the new programs, that is, in the 1954 or 1955 
programs as the statute provides. It is undoubtedly hampering the 
recipients in receiving, you might say, some of the newer equipment 
and some of the replacement equipment. We still have some unde- 
livered balances in the programs through 1953. 

Mr. Apair. Do you feel that those balances are adequate to meet the 
needs over-there, or do you feel there ought to be amendatory wording 
applied to this? 

Colonel Crrrz. I would like to refer to the proposal contained in the 
bill as passed by the Senate. 

Mr. Apair. The Senate Foreign Relations Committee adopted those 
amendments ? 

Colonel Crrrz, That is correct. 

Mr, Apa, It is in the bill now? 

Colonel Crrrz. Yes. 

Mr. Apair. You think it would be satisfactory ? 

Colonel Crrrz.. Yes, 

Mr. Aparr. Could you give us, briefly, what those proposals were? 

Mr. Pauw. I can read it, Mr. Adair. It is in the Senate bill as 
passed by the Senate, It is quite short, Mr. Chairman. 

The proposed amendment by the executive branch, which was 
adopted in the bill passed by the Senate, is to delete the provision 
you just read and to substitute: . 

The Congress welcomes the recent progress in European cooperation and 
reaffirms its belief in the necessity of further efforts toward political federation, 
military intgration, and economic unification as a means of building strength, 
establishing security, and preserving peace in the North Atlantic area. In order 
to provide further encouragement to such efforts the Congress believes it 
essential this act should be so administered to support concrete measures to 
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promote greater political federation, military integration, and economic unific- 
tion in Europe. 

Mr. Aparr. Do I understand then that such wording is agreeable to 
both the military and the civilian, both the Department of Defense 
and the Department of State? 

Colonel Crrrz. Yes. 

Mr. Pavt. Yes. 

Mr. Apatr. Your lawyers feel that meets the objection ? 

Colonel Crrrz. Our requirements; yes. 

Mr. Donovan. Actually, that phraseology means nothing at all! 

Mr. Paut. It is an estimate—— 

Mr. Donovan. It doesn’t contain any limitation as to how the fund 
should be spent, or how the old unexpended balances should be dis- 
bursed ? 

Colonel Crrrz. It lifts the limitation. 

Mr. Donovan. Gives you absolute discretion ? 

Colonel Crrrz. Yes, sir. 

Mr. Donovan. Where the Richards’ amendment tied you down! 

Colonel Crrrz. Through 1953. 

Mr. Donovan. In other words 

Colonel Crrrz. We treat Italy and France just the same as the other 
NATO countries. 

Mr. Donovan. This gives you a fund to distribute in your discre- 
tion as an emergency arises ? 

Colonel Crrrz. It permits us to go ahead and fulfill programs as 
planned for those countries, but have not been permitted to deliver. 

Mr. Donovan. Notwithstanding the fact that they refuse to go into 
the European Defense Community ? 

Mrs. Kextty. The answer to the question of Mr. Adair was, it was 
illegal ? 

Mr. Avarr. The colonel points out that 

Colonel Crrrz. We have delivered nothing beyond the 1953 pro- 
gram. 

Mrs. Ketxy. I had asked that question previously, What was the 
amount of the undelivered goods to Europe, which you said you would 
answer later on. 

Mr. Van Dyke. I will, on the economic side. 

Mrs. Ketuy. What has held up the delivery? Was it the Richards’ 
amendment ? 

Mr. Van Dyke. The Richards amendment applied not to the eco- 
nomic side of the program but only to the military side of the pro- 

ram. 
. Mr. Apatr. We have assurances that it was followed literally, and 
now the proposed language would remove all the restrictions and you 
would treat France and Italy like any other countries? 

Colonel Crrrz. That is correct. 

Mr. Aparr. How much money would that involve? How much 
would this free for those two countries ¢ 

( Discussion off the record.) 

Mr. Apa. Has any of that been earmarked or committed in aby 
way? 

Colonel Crrrz. Yes, sir. 

Mr. Apa. But not expended ? 
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Colonel Crrrz. Not delivered. 

Chairman Ricwarps. Mr. Burleson. 

Mr. Burteson. I was interested in your reference to East Germany 
in connection with Chancellor Adenauer’s invitation to go to Moscow. 
If reports are correct, evidently the Soviets must have more or less 
pulled the rug from under the Kast German officials when that invita- 
tion was extended ? 

Mr. Mercuanr. I think it was obviously a most disturbing develop- 
ment from the point of the East German Communists. 

Mr. Burueson. Is it correct that the East German Communist au- 
thorities were not aware that the invitation was even going to be ex- 
tended, as far as you know ? 

Mr. Mercuanrt. I don’t know, sir, but the shocked surprise with 
which the news was first greeted would indicate that they didn’t have 
much, if any, advance warning. 

Mr. Burieson. That would be calculated to have a demoralizing 
effect at least on the East German Government, we would assume? 

Mr. Mercnant. I should certainly think so, sir. I would agree. 

Mr. Burteson. Thank you. 

Chairman Ricrtarps. Mr. Prouty. 

Mr. Prouty. No questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Selden. 

Mr. Sevpen. I have no questions at this time. 

Mrs. Ketity. Mr. Hays was bypassed. 

Chairman Ricuarps. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. After all this attention I wish I could 
think of a question. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Donovan. 

Mr. Donovan. No questions. 

Chairman Ricwarps. Mr. Jarman. 

Mr. JarMANn. No questions. 

Chairman Ricwarps. Are there any other questions ? 

Thank you, Mr. Secretary. 

Mr. Mercuant. Thank you very much, Mr. Chairman. 

Chairman Ricwarps. I was sorry I couldn’t be here. I was tied 
up at another meeting. You appear to have satisfied the committee 
with your testimony. 

The next witness will be Mr. Stuart H. Van Dyke, Deputy Regional 
Director, Office of European Operations, Foreign Operations Ad- 
ministration. 

Mr. Van Dyxe. Mr. Chairman, I have a brief statement which I 
believe has been passed around. I will submit that for the record if 
that is agreeable to the committee. 

Chairman Ricuarps. Without objection, it will be made a part of 
the record. Then, you will touch on various points ? 

Mr. Van Dyke. I have a few informal remarks. 

Chairman Ricwarps. Your statement will be placed in the record 
at this point. 

(The statement referred to is as follows: ) 

Mr. Van Dyke. The presentation of the defense support and re- 
lated programs for Western Europe in fiscal 1956 differs from past 
presentations in one important respect. In the past we were con- 
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cerned primarily with the industrially developed countries of West. 
ern Europe, countries whose buildup, economic and military, 
was of paramount security interest to the United States. Thes 
countries now enjoy greater prosperity, have greater unity of purpose, 
have closer ties to the United States and have greater common mili- 
tary strength than ever before in peacetime. From weak links in the 
western security system they have grown into a strong point of 
western security; from a drain on the economic resources of the 
United States they promise to become partners in the economic tasks 
ahead. 

With the job in the NATO and the OEEC countries so far pro 
gressed, there remain in Western Europe only three spot situations, 
in which the security interest of the United States requires defense 
support or related aid. These three situations are in Yugoslavia, 
West Berlin, and in Spain. We are requesting a total of $89.5 mil- 
lion for these three countries. In addition, we are requesting $5.5 
million for a technical exchange program in the OEEC area. This 
brings the total request for Western Europe to $95 million. 

Yugoslavia has been much in the news these last few weeks. The 
most important single factor that emerges from the developments 
that have taken place is that Yugoslavia is determined to preserve 
its independence from the Soviet bloc and thus remains the only 
country which has ever successfully broken from the Soviet hold. 
This is underlined by Yugoslavia’s continued membership in the 
Balkan pact with Greece and Turkey, both NATO members, by its 
position as an observer in the OEEC and, most important, by its 
continued heavy defense expenditures, the largest proportion of gross 
national product of any country in Europe. This level of defense 
expenditures could not be maintained without outside aid in the 
form of defense support. We are requesting a total of $36.5 million 
in defense support for Yugoslavia. More than half of this sum will 
be in the form of surplus agricultural commodities. In addition, 
there is a request for $4 million for direct-forces support to be admin- 
istered by the Department of Defense next fiscal year. 

In West Berlin the United States has a special political and psycho- 
logical interest. Berlin’s most serious economic difficulties involve 
unemployment, the care of refugees, and the heavy cost of maintaining 
its lines of communication. Unemployment has been somewhat re- 
duced from 30 percent of the labor force in 1950 to about 15 percent 
now, but only with special investment and reconstruction aid from 
the United States and West Germany. For fiscal year 1956 a total 
of $21 million is proposed for joint control area assistance, largely 
to Berlin, although $1 million will be used to finance technical ex- 
change in Germany and Austria. The great bulk will be in the form 
of surplus agricultural commodities, with local currency proceeds to 
go mainly to Berlin investment and reconstruction programs. _ 

Spain is cooperating with the United States in the construction of 
a series of important air and naval bases on Spanish soil. We are 
asking $28 sie in defense support aid to Spain, of which $2 million 
will be for technical exchange. This aid will go into programs from 
which our military forces will benefit directly through improved 
transportation and power supply, and indirectly through general eco- 
nomic improvement, which will also enable Spain to make better 
use of the end items which are being delivered to the Spanish forces 
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under the MDAP program. It is worth noting that 60 percent of 
the peseta counterpart accruing from commodity aid to Spain will 
be at the disposal of the Defense Department for the base construction 
program. This is a unique arrangement which we have with Spain. 

We are also asking $5.5 million for a technical-exchange program 
from which the NATO and OEEC countries will benefit collectively. 
We attach a great deal of importance to this program. 

Its primary justification 1s, of course, economic. While Western 
Europe has gained a great deal in productive strength, one of the 
salient factors of the postwar world is that the Soviet area continues 
to grow at an economic rate greater than Western Europe. It is 
our judgment, backed by all competent European authorities, that 
the western European rate of growth can be stepped up only through 
greater economic integration and through deep-rooted changes in 
the European business system. The cen 2 aa one program 
addresses itself to just that point. 

The program, however, has grown into something more than mere 
dollar assistance. To large numbers of Europeans it stands as a 
concrete expression of the United States interest not only in Europe’s 
political and military future but in the lives of its people. The pro- 
gram is respected, it is talked about, it carries a United States trade- 
mark in the best sense of the word. It has influenced change for the 
better in large numbers of business enterprises, retail and wholesale. 
Its influence is felt among the free trade unions fighting Communist- 
dominated labor organizations. Recently through the European 
Productivity Agency, the OKEC has assumed active leadership of this 
effort at internal change in Europe. We believe that continued sup- 
port of the program will not only earn the United States a degree of 
goodwill and friendly influence quite out of proportion to its cost, 
but will also have far-reaching effects in making Western Europe a 
stronger partner in the Western Alliance. 

I would like first to respond to the question raised by Mrs. Kelly 
about the unliquidated obligations which will remain in the economic 
side of the program in the European area on June 30, 1955. 

We estimate this total to be roughly $300 million, of which the bulk 
will be in Spain and the United Kingdom. There are smaller amounts 
for Yugoslavia, $22 million, for Italy, and for Western Germany. I 
can give you the specific figures, if you are interested, later on. 

Let me say, first, that perhaps the most interesting thing about the 
program in Western Europe this year is the fact—a fact that the com- 
mittee already knows—that we are requesting no economic assistance 
for any of the OEEC countries which fall within this region, as the 
Assistant Secretary has defined it, that is, excluding Greece and Tur- 
key. 

The committee may be interested in looking at the economic devel- 
opments which have occurred in Western Europe which have brought 
about this happy state of affairs. 

I invite you to look on page 2, section III, of the tan-covered book, 
which is in front of you, at the charts which show certain economic 
developments over the past several years. 

_Tn the lower left-hand corner you will note that industrial produe- 
tion is now 26 percent above 1950, in other words, it has been increas- 
ing at the rate of about 5 percent per year. 
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Agricultural production, for which there is unfortunately no chart, 
hasn’t done quite as well. It is now at about 120 percent of the prewar 
level, which is just about equal to the increase in population in * ewe 
So per capita agricultural production is not now much different than 
it was before the beginning of the war. 

On the upper right-hand corner you will see the chart on gold and 
short-term dollar assets, indicating that the reserves for OEEC coun- 
tries, excluding Switzerland, have now reached approximately $11.4 
billion, which is the alltime high. 

Although the dollars themselves do not have the same purchasing 
po as prewar dollars had, this is the largest total that these reserves 

ave ever reached. 

One reason for the increase in Europe’s favorable gold and dollar 
position is shown in the chart in the center of the page, at the top, 
which shows extraordinary dollar payments being made by the United 
States in Europe under its various programs. 

If you look at the column for 1955, you will see, for example, some 
defense support expenditures, some direct forces support expenditures, 
United States military expenditures, OSP, and so forth. 

For 1956 we estimate that these extraordinary United States ex- 
penditures will continue at a high level, about $214 billion. Even if 
United States Government programs were to be suspended in Europe, 
the very presence of our troops there, with their purchasing on the 
European market, and their traveling, would weubithty mean invisible 
export earnings by Europe of roughly a billion dollars. 

Europe has a real asset in the very fact that our troops are sta- 
tioned there. 

Trade at the same time has been going up steadily. Volume is now 
about 70 percent above prewar in terms of exports from Europe 
above prewar. So, in total, the goals established at the time the 
Marshall plan began some years ago have been reached, and even in 
some cases exceeded. 

At the same time Europe has strengthened itself militarily enorm- 
ously, as will be noticed if you will look at the center chart at the 
bottom of the page. 

The defense expenditures of the European countries are now double 
what they were a few years ago when the Marshall plan began. 

Therefore, our program for 1956 is confined to 3 special areas, and 
1 other small program. If you will turn to page 5, you will see the 
table from which I will be talking, which lists the countries and shows 
the amounts for economic support in each of 3 years. 

In the column on the right-hand side, the proposed 1956 figures are 
given. You will note first of all that the total is going down sharply. 
In 1954 there was $588 million available. In 1955, $213 million, and 
proposed for 1956, $95 million. 

Taking these countries in the order in which they appear, the first 
is Spain, for which a total of $28 million is requested. The purpose 
of this economic support, and I want to emphasize that this has no 
relationship to the end-item program directly, is to make more effective 
= base program in which the United States is currently engaged in 
Spain. 

In September 1953 the United States Government signed three 
agreements with the Spanish Government. The first of these pro- 
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vided that Spain would permit the United States Government to 
build on Spanish soil certain air and naval facilities. ‘T hat construc- 
tion is now going on. 

The second agreement provided that the United States Government 
would deliver to the Spanish Government military equipment for 
the Spanish Armed Forces. 

The third agreement, and the one with which I am concerned, pro- 
vided that the United States Government would supply to the Spanish 
Government economic and technical support. 

For 1956 we are proposing to confine our support to the three areas 
which we consider to be the most. critical in the Spanish economy, 
power, transportation, and agriculture. 

Most of the countries which border on the Mediterranean Sea are 
particularly susceptible to drought conditions. Spain is no exception 
to that. Spain has however relied primarily upon hydroelectric power 
to run its industries. 

When rainfall is slack, power is slack as well. In 1954, for example, 
it was estimated, had sufficient power been available that industrial 
production could have been 5 percent above the level which it actually 
achieved, 

In order to support this sector of the Spanish economy, which in 
turn is vital to our own base program there, we propose to make 
available to the Spanish Government about $6 million for transmis- 
sion and generating equipment. 

The second sector for which support is requested is in transporta- 
tion and port facilities. Our bases are inevitably going to need and 
must receive over the Spanish roads and the Spanish railroads a con- 


siderable amount of aapeoes. 
’ 


These railroads at the present time are not in the kind of condition 
that our military would like to see, if the bases are to be adequately 
supplied. Therefore, we are proposing for port handling equipment 
and for railroad equipment $8 million. 

In addition, the same difficulty which arises in connection with rain- 
fall and power arises in connection with rainfall and agricultural 
production. Agricultural production in Spain has been subject to 
violent fluctuations because of the lack of rainfall in certain seasons. 

We think by supplying a modest amount of money to assist in re- 
claiming land and irrigating land already available, we can substan- 
tially strengthen the Spanish economy and thereby improve the posi- 
tion on which our own bases are placed. 

We are estimating about $7 million to be spent on agricultural 
reclamation and irrigation. 

In addition, we are programing at this stage $5 million for United 
States cotton shipments to Spain. 

I would like to make one special point about the Spanish program, 
and that is that it is a mutual program in a very real sense of the 
word. You who are familiar with the aid programs know that all 
governments deposit counterpart in local currency to the dollars ex- 
pended by the United States Government. 

In Spain, the arrangement under which we are working provides 
that 60 percent of the counterpart deposited by the Spanish Govern- 
ment is immediately turned over to the United States Defense Estab- 
lishment to be used in helping defray the local currency costs of the 
base construction program. 
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An additional 10 percent is made available for general United States 
uses. For every dollar we supply the Spanish Government we get 
70 cents back in local currencies which can be devoted to United States 
purposes in Spain. 

Mr. Donovan. That means that actually of the $28 million that you 
have programed, 70 percent of it will be really coming out of Spanish 
pockets, won’t it ? 

Mr. van Dyxe. Seventy percent will relieve dollar appropriations 
which would otherwise be requested by the United States Depart- 
ment of Defense. We are getting resources back from the Spanish. 

Mr. Donovan. What they are actually getting is only 30 percent 
of the $28 million ? 

Mr. van Dyker. That is correct, in terms of resources. 

Chairman Ricwarps. I believe the 4 items that you mentioned 
amounted to about $26 million, did they not? Where is the other $2 
million that you are talking about ? 

Mr. Van Dyke. The other $2 million is represented by the technical 
exchange program in Spain, which is designed to provide services 
rather than commodities. 

Mr. CurrerrreLp. The 70 percent counterpart is under our own con- 
trol, not joint control; is that correct ? 

Mr. Van Dyke. The 10 percent is deposited to United States ac- 
count. The 60 percent is first deposited to Spanish account but trans- 
ferred to the United States Department of Defense, and then we have 
70 percent 
~ Mr. Donovan. In the case of Yugoslavia, what is the percentage 
of counterpart funds? 

Mr. Van Dyke. Ten percent is deposited to United States account. 

Mr. Donovan. Spain gets 30 percent of your program and Yugo- 
slavia gets 90 percent ? 

Mr. Van Dyke. That is one way of saying it. 

Mr. Donovan. That is a realistic way of putting it, isn’t it? 

Mr. Van Dyke. We do have sales programs in Yugoslavia. 

Mr. Donovan. It isa realistic way of putting it ? 

Mr. Van Dyxe. Yes. We now have a supply, Mr. Chairman, of 
Yugoslav dinars which is equivalent to the needs of the United States 
Government in Yugoslavia for the next 30 years at present rates of 
expenditure. So, we are not actively trying to earn Yugoslav dinars 
at this point. Whereas in Spain we have a real positive use for Spanish 
pesetas in connection with the base program. 

Mrs. Ketiy. What is the status of the counterpart in any of the 
other countries, and in all the other countries of NATO? 

Mr. Van Dyxe. Under our basic legislation, all European recipi- 
ents of economic support are required by bilateral agreement to deposit 
10 percent of the counterpart to United States account. 

Mrs. Ketiy. How much is there? 

Mr. Van Dyke. I can give you a full report or submit it for the 
record. 

Mrs. Ketxiy. Will you submit it for the record? How much is actu- 
ally there? 

Mr. Van Dyke. Are there any particular countries that you are in- 
terested in at the present time ? 
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Mrs. Kerty. NATO, and I would like it for Greece, Turkey, and 
Yugoslavia, if possible, but not at this moment. 

Chairman Ricuwarps. Could you furnish the committee with that? 

Mr. Van Dyxe. I have it with me, Mr. Chairman. 

I am referring only to the 90-percent account which is in the hands 
of the foreign governments. ‘The 10-percent account is in the hands 
of the United States Treasury, and our agency has no control over it. 
Therefore, I can’t give you a report on that. 

As of June 30, 1955, we estimate that the following amounts of 
counterpart will be available and unprogramed in the various NATO 
countries, and I will add the non-NATO countries with which we deal 
if that is of interest to you: 

Austria, $38.7 million; Germany, $16 million; Iceland, $3.7 mil- 
lion; Norway, $12 million; Yugoslavia, $29.9 million. 

These are funds held in the accounts of the foreign government, un- 
programed, and in the expenditure of which the United States has 
a veto power. 

Mrs. Ketiy. Isn’t there any for France? 

Mr. Van Dyxe. There is no unprogramed counterpart for France. 
All the counterpart presently being generated in France is being 
used to defray costs of the Indochina operation. 

Mrs. Ketiy. Will you please repeat that answer? The French coun- 
terpart funds are being used to finance the war in Indochina; is that 
what you just said ¢ 

Mr. Van Dyxe. The military activities in Indochina, the support 
of forces in Indochina. 

Mrs. Kentty. French forces ¢ 

Mr. Van Dyxe. We have an agreement with the French Govern- 
ment under which certain amounts of money, dollars, are to be used 
to reimburse the French for expenses incurred in Indochina. 

Any counterpart currently being generated as a result of past 
programs is used to defray expenses which would otherwise be 
chargeable to dollar appropriations. 

Mrs. Keitiy, Can we get that round figure of how much it is? 

Mr. Van Dyke. Which figure? 

Mrs. Ketiy. The figure of the counterpart, whether it is programed 
or not. 

Mr. Van Dyke. We estimate that against the present commitment 
of the United States Government to support forces in Indochina in 
1954, $53 million in counterpart will be available. 

Mrs. Ketiy. How much? 

Mr. Van Dyxe. $53 million in counterpart will be applied against 
the present commitment of the United States Government for Indo- 
china support. 

In other words, this is counterpart which is legally in the hands 
of the French Government. It is being used to reduce the dollars 
Which would otherwise be required. 

Mrs. Kerry. How much generates monthly there? 
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Mr. Van Dyke. That figures out at a rate of a little more thay 
$4 million a month. As the pipeline declines, the amount of counter. 
part will decline also. 

Mr. Donovan. In the instance of France, what is the percentage of 
counterpart funds to dollar appropriations ? 

Mr. Van Dyke. In France, wherever economic assistance is sup- 
plied, and I might state there is no economic assistance proposed for 
1956, 90 percent of the counterpart is deposited to French account 
and 10 percent to United States account. 

The United States has a veto right over the use of the 90-percent 
counterpart. 

Mr. Donovan. It has only 10 percent? 

Mr. Van Dyxe. It has only 10 percent for United States use ex- 
clusively. 

Mr. Donovan. The same basis applies to Yugoslavia? 

Mr. Van Dyke. Yes. 

Mrs. Ketiy. And we have the same veto? 

Mr. Van Dyke. Correct. 

If you will recall, going back to page 5 of section 3, the table from 
which I was talking, the next country is Yugoslavia. I think there 
is little that I can add to the information which has already been 
supplied this committee by the Assistant Secretary, by Governor 
Stassen, and other witnesses. 

I can simply repeat that we feel this program is a desirable pro- 
gram at this stage; that it would be highly undesirable to make any 
change in our economic relationships with the Yugoslav Government. 

We reach this conclusion for a number of reasons. In the first 
place, Yugoslavia maintains the highest level of military activity in 
terms of GNP of any European country. 

Yugoslavia at the present time is spending about 15 percent of its 
national product for defense. This compares with a NATO average 
expenditure of somewhere between 8 and 10. The United States is 
spending about 11 percent this year. 

Yugoslavia, as a result of its expulsion from the Cominform, entered 
a. very difficult period in 1948 and 1949. Their trade relationships 
were completely cut off with the satellite area and with the Soviet 
Union, and it was necessary to find new markets and new sources of 
supply. 

n addition, in the past 5 years Yugoslavia has suffered a series of 
very disastrous droughts. Every second year a drought has hit 
Yugoslavia, the last of which hit last year. 

I am informed by our mission that this year the crop appears to be 
at least normal or perhaps a little better than normal. 

In addition, the Yugoslavs, while they were members of the Com- 
inform, began to collectivize agriculture. The Yugoslav regime 1s 
somewhat more pragmatic than the Moscow regime. When they rec- 
ognized this policy was failing, and agricultural production was not 
keeping pace with production in other countries, they changed their 
system and allowed farmers to take their land out of the collective 
farms. At the present time a very high proportion of the land is being 
farmed privately. 

Mr. Morano. Are you certain that is an absolute fact? 

Mr. Van Dyke. Yes, sir. 
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Mr. Morano. You can give us the percentage ? 

Mr. Van Dyke. 85 percent of the peasants at the present time are 
farming privately. : 

Mr. Morano. Why do we get so many letters here from relatives of 
American citizens of Yugoslav origin saying just the opposite? Can 
you explain that? 

” Mr. Van Dyxe. If you would refer those letters to us, we would in- 
vestigate them. 

Mr. Morano. I don’t think these people would give me possession 
of those letters. They let me see them. 

Chairman Ricuarps. I haven’t gotten any letters like that. 

Mr. Morano. I have had them. 

Mr. Van Dyke. I am sure there are many things in Yugoslavia 
politically that as Americans we object to. This is one area in which 
the Yugoslav regime has changed the pattern 

Mr. Morano. How recent has that pattern been changed ? 

Mr. Van Dyke. I think 2 years ago, but I will be glad to check for 

you. 
” Mrs. Ketty. How much of the products or percentage of products 
are farmers, who are supposed to be now controlling their own prop- 
erty for agricultural purposes, forced to deliver to the Government 
stores for sale? 

Mr. Van Dyxe. At the time the collective farms were allowed to 
disband, the Government also officially abolished the forced collec- 
tions. There are other ways you can influence farmers. For example, 
one of the things that has been troubling us, and I will be quite frank 
on this, is that private farmers have had difficulty in getting fertilizer, 
and in getting implements with which to farm. 

But as far as the forced collection system is concerned, that has 
also been dropped. 

Mrs. Ketiy. Isn’t it true that only 10 percent is permitted for sale 
under the free enterprise system ? 

Mr. Van Dyxe. My information would lead me to think that the 
farmer could, if he saw fit, dispose of his total crop privately. I sus- 
ova there are ways with which the Yugoslav Government can control 
this. 

Mrs. Ketiy. And does control it. Have you any evidence? 

Mr. Van Dyxe. And probably does. 

_Mr. Morano. They told me the commissars were taking the eggs 
right out of the henhouse. . 

Mr. Van Dyxe. One of the things, sir, that has happened in Yugo- 
slavia, in which Governor Stassen 

Mr. Rapwan. We used to do that, too, Mr. Chairman, and we weren’t 
Communists. I know of no other way of getting the eggs out. 

Chairman Ricuarps. Mr. Radwan, do you raise a point of order ? 

Mr. Rapwan. I raise no point of order. 

Chairman Ricnarps. Just a parliamentary inquiry. 

Mr. Van Dyxn. I might say one of the things that has happened in 
Yugoslavia in the last 2 years, which has shown the pragmatism with 
which the Yugoslav regime approaches some of these problems, is a 
diminution of authority from the central regime. 

I do not doubt for an instant that there are zealous officials at the 
local level who think they should collect every egg out of every 
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henhouse. I think the Yugoslav Government would deny—I know it 
would deny—that that was Yugoslav policy. 

Mr. Morano. There are some eager beavers at the upper level who 
are now maybe ready to change their style again, their line again. 
You just said that they are pragmatic and make changes. Of course, 
that is not much of a concern of ours at this point. 

Mr. Van Dyker. It is a concern of mine, Mr. Congressman. I think 
this program ought to be carried forward, but I am sure that the 
executive branch wants to keep a very close watch on it. 

Mr. Morano. If you were a Congressman, with the information 
that you have, would you be willing and ready to vote without reser- 
vation of any kind ? 

Mr. Van Dyke. That is a rather difficult question to put to me. 

Mr. Morano. It is a question that is difficult for me to decide. 

Mr. Van Dyke. It is a hypothetical question. From the executive 
branch point of view, certainly we hope that you will support this 
program. 

Mr. Morano. Excuse me for interrupting, Mr. Chairman. 

Chairman Ricwarps. The gentleman has the right to interrupt at 
any time. 

Mr. Morano. May I ask a question now ? 

Chairman Ricuarps. Certainly. 

Mr. Morano. How do you follow through on this program of 
defense support of $36,500,000? How do you follow through to see 
exactly what is done with that money ? 

Mr. Van Dyke. We have end use investigators to make spot checks 
on the deliveries in Yugoslavia, of the goods supplied with that money. 
We have a staff in Washington which checks the invoices submitted 
by the Yugoslav Government for reimbursement. 

Mr. Morano. Do you follow it right through to the consumer use? 

Mr. Van Dyxe. Iam sorry. I am not familiar with the details of 
how the control operates in Yugoslavia. 

Mr. Morano. What I am trying to find out is if the Government of 
Yugoslavia thwarts our Government, your agency, from getting all 
the necessary information that you require to see that the taxpayers’ 
money is being properly spent, and in accordance with the objective 
of this legislation. 

Mr. Van Dyke. I think, sir, that you might ask that question of 
the Ambassador who will be here tomorrow. 

Mr. Morano. Is our Ambassador coming here tomorrow ? 

Chairman Ricwarps. Yes. 

Mr. Van Dyke. Our information from our mission is that the 
Yugoslav Government has been completely cooperative in letting us 
check to see what happens to these commodities after they reach 
Yugoslavia. 

Chairman Ricwarps. The military people said they had not been 
very cooperative. 

Mr. Morano. That is the point. This gentleman has nothing to 
do with the military. 

Mr. Van Dyxr. That is correct. 

Mr. Morano. We have a MAAG over there. 

Colonel Crrrz. Our chief of MAAG will be here tomorrow, and he 
can answer those questions. 
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Mr. Morano. You haven’t answered that question. You aren’t 
sure 

Mr. Van Dyke. As far as our program is concerned, the economic 
program, the information from the mission is that the Yugoslav Gov- 
ernment has been completely cooperative in allowing our investigators 
to check wherever and whenever they wish. 

Mr. Morano. I would like to hear a little more detail about how 
they do it, but I suppose now is not the time to do it. 

Mr. Paut. The FOA mission chief is also in this country with the 
Ambassador and with General Hains. If the committee would like 
to have him up here tomorrow, we will be glad to have him come. 

Chairman Ricuarps. Yes, to have a team. You will have the eco- 
nomie man, the poliey man, and the military man ? 

Mr. Pau. Yes, with the Ambassador. 

Chairman Ricuarps. You could go into that then, Mr. Morano? 

Mr. Morano. Two more brief questions, if you please, Mr. Chair- 
man. The same answer applies to the requests for $4 million for direct 
forces support ? 

Mr. Van Dyke. We have been assured by our mission that there 
is now no difficulty in checking the end use of those particular items. 

Mr. Morano. As I understand it, the counterpart fund in Spain is 
70 percent controlled by us, for return to the United States for 
disposal ? 

Mr. Van Dyke. For base construction and other purposes. 

Mr. Morano. In Yugoslavia, 90 percent of the counterpart fund is 
under joint control rather than the arrangement we have in Spain? 
In other words, the Yugoslavs benefit at 90 percent, while Spain bene- 
fits at about roughly 30? 

Mr. Van Dyxe. As I indicated before, Mr. Congressman, the Span- 
ish arrangement was concluded—and we consider it to be a very favor- 
able arrangement to the United States—because the United States 
was facing a period of rather heavy expenditures on the Spanish 
Peninsula for air and naval bases. 

We have a real need for Spanish pesetas, because every time we get 
42 pesetas, or 35, depending on the exchange rate, we save $1 of the 
United States taxpayers’ money. 

If we had a similar need for Yugoslav dinars, I am sure we would 
be looking in the same direction on the Yugloslav program. 

As I indicated, we already have in the United States Treasury 
enough dinars at the present rate of expenditure for 30 years. 

Mr. Morano. By controlling 10 percent of the counterpart? 

Mr. Van Dyke. Yes, sir. 

Mr. Morano. How is that? 

Mr. Van Dyxe. There is very little need for Yugoslav dinars on 
the part of the United States Government. We are not doing any 

Mr. Morano. Is that because they don’t let enough Congressmen 
go in to look the situation over there? 

_ Mr. Van Dyke. We will be delighted to put dinars at your disposal 
if you go to Yugoslavia. 

Mr. Morano. Mrs. Kelly, what do you say? Thank you, Mr. 
Chairman. 

Chairman Riewarps. Mr. Chiperfield. 
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Mr. CurrerrreLp. May I ask this question: Is Spain the only excep- 
tion where there is 70 and 30% All the other countries we are giving 
aid to is 90 and 10; is that right? Is there any other arrangement?! 

Mr. Donovan. That is what you call the “most favored nation 
clause. 

Mr. Currerrretp. And in Spain we have the best arrangement, 
70-30. Is there any other country where we get more than 10 percent? 

Mr. Van Dyke. That is true of the countries with which I deal. 
There may be other arrangements in countries with which I am not 
familiar. 

Chairman Ricwarps. Mr. Donovan. 

Mr. Donovan. How many millions of dollars were there actually 
expended or will be expended during the fiscal year 1955 on Yugo- 
slav aid, apart from the military, your part of it? 

Mr. Van Dyke. About $45 million. 

Mr. Donovan. Does that consist mostly of goods shipped into the 
country ¢ 

Mr. Van Dyke. That consists entirely, sir, of goods shipped into 
the country, from United States sources. It consists in large part 
of surplus agricultural commodities. 

Mr. Donovan. This may be anticipating a little bit, but the next 
few questions are going to be directed at proving, if I can, that this 
whole system of charts and programs as printed here in these large 
volumes before us does not reflect where the actual aid and assistance 
goes. Not that I am going to try to prove that it is deliberately de- 
ceptive, but that it does not reflect the economic facts. 

At the present time you are sending a lot of assistance, for example, 
to the Far East, southeast Asia; is that correct? 

Mr. Van Dyke. That is outside my area, sir 

Mr. Donovan. As the European affairs officer, you know what is 
going on in southeast Asia; isn’t that right? 

Mr. VAn Dyke. That is right, in a general way. 

Mr. Donovan. During the last 6 months you have sent an awful 
lot of material goods into southeast Asia, consumable goods and 
capital goods? 

Mr. Van Dyke. I expect that is correct. 

Mr. Donovan. Where was the largest part of that bought or pro- 
duced? Isn’t it true that during the month of April millions of 
dollars of Portland cement was bought and paid for and approved 
by the Foreign Operations Office in Japan for delivery into south- 
east Asia? 

Mr. VAn Dyke. I am afraid, sir, I just don’t know the answer to 
that question. 

Chairman Ricwarps. Mr. Donovan, I believe you stated that he 
was director for Europe, and therefore he knew what was going on 
in southeast Asia. 

Mr. Donovan. I didn’t say that. I inquired, and he smiled. 

Chairman RicHarps. You are directing your question about the 
Asian program. Don’t make him cover Asia, too. 

Mr. Donovan. Let me be explicit. If you extend aid to Yugo- 
slavia, for example, and buy the material that you ship into Yugo- 
slavia from France, aren’t you giving just as much aid to France 
as you are to Yugoslavia ? 
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Mr. VAn Dyke. There is only one place, sir, where France—— 

Mr. Donovan. Put it as a hypothetical question. That is true? 

Mr. VAn Dyke. There is mA on one place where France can spend 
those dollars effectively for goods. They will come back here 
eventually. 

Mr. Donovan. If they make bicycles in France and ship them to 
Yugoslavia and use appropriations for Yugoslavia, who is getting 
the aid, France or Yugoslavia or both of them ? 

Mr. Van Dyke. Our dollars spent for French production certainly 
improves the employment prospects of the average Frenchman. 

Mr. Donovan. If a situation like that obtains in different parts of 
the world, these charts wouldn’t reflect that; would it? 

Mr. VAw Dyke. We could prepare a chart that would do it. 

Mr. Donovan. These would not? 

Mr. VAn Dyke. These do not. 

Mr. Donovan. That is all. 

Mr. Van Dyker. May I just add one thing to that, Mr. Chairman, 
that over the period of years, the last 5 years, for example, 3 out 
of every 4 dollars spent on this program have been spent directly in 
the United States. 

In the case of Yugoslavia, to which you have just alluded, in 1955 
we spent $20 million in the United States for agricultural commod- 
ities under section 402, also $6.8 million for coal, $3 million for.wool, 
$1 million for fertilizer, and various smaller amounts for items down 
to hybrid seed corn, for which we spent $100,000. 

All of the money spent on behalf of Yugoslavia in 1955 for com- 
modities was spent in the United States. 

Mrs. Ketty. Who could answer a question on how much Yugoslavia 
is spending on the port of Fiume? Are there any American dollars 
going in there? 

Mr. Van Dyxe. There have been no American dollars of which I 
am aware going into the port of Fiume, which the Yugoslavs call 
Rijeka, although funds for port improvement are programed in 1956. 
There has also been counterpart programed for port improvement. 
I don’t know the exact amounts or the exact ports to be improved. I 
will be glad to supply that for the record, if the committee desires. 

(The following information has been supplied for the record.) 

Dxcept for the procurement of several forklift trucks in fiscal year 1952, no 
dollar aid has been utilized for the reconstruction of the port of Rijeka or other 
Yugoslav ports. However, $1 million of the proposed fiscal year 1956 funds have 
been programed for the improvement of port and terminal facilities along the 
Adriatic coast. Approximately $3 million of counterpart funds have been 
utilized for the improvement of warehouses and other port facilities and, in 
addition, approximately $10 million of counterpart as well as $20 million of 
proceeds from the sale of agricultural commodities provided under section 550 
during fiscal year 1954 have been earmarked for these purposes. 

While the port of Rijeka is now largely rebuilt, other Adriatic ports continue 
to be inadequate to handle imports, including military shipments. 

_ Mrs. Keuiy. Is there any program or plans where our counterpart 

in relation to Yugoslavia, dinars, are being planned for that port, 

or for any other port ? 

__ Mr. Van Dyke. Not to my knowledge. Our current program for 

the expenditure of Yugoslav dinars, counterpart dinars, involves pri- 
marily the road system along the Adriatic and in the Lubliana gap in 

which our military mission there is very interested. 
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We plan to urge the Yugoslavs to allocate a substantial portion of 
the counterpart dinars to the improvement of this system of roads, 
which has a very real defense purpose. 

Mrs. Ketxy. In regards to the Trieste situation, in the withdrawal 
of allied troops from Trieste, is there a great deal of unemployment in 
Trieste? Could you tell us anything about that situation? Has it 
had any repercussions in Italy ¢ 

Mr. Mercuant. Mr. Van Dyke may be able to supplement my im- 
pression, Mrs. Kelly. The withdrawal of the British-American 
forces from Trieste had a very serious economic effect on the city of 
Trieste. The troop-pay expenditures and expenditures by depend- 
ents were an important source of income. My impression is that the 
city has been somewhat depressed as a result and remains somewhat 
depressed. I don’t think it is critical. I know of no plans on our part 
for economic assistance directly to Trieste. Am I correct ? 

Mr. Van Dyke. That is correct. 

Mrs. Keiiy. We had quite a supply depot in there. Is that depot 
still there ¢ 

Mr. Mercnant. Colonel, can you answer that ? 

Colonel Crrrz. That was one of the ports used for support of our 
troops in Austria. 

Mrs. Ketxy. Isn’t there a depot there which is oversupplied ? 

Colonel Crirz. There was, but the depot was phased out on Decem- 
ber 15, 1954. 

Mrs. Keiity. Can we find out how much is there? 

Colonel Crirz. Nothing is there now. 

Mrs. Ketiy. Thank you, Mr. Chairman. 

Chairman Ricuarps. Had you finished your statement, Mr. Van 
Dyke? 

Mr. Van Dyke. I was not finished. 

Chairman Ricwarps. Go right ahead. 

Mr. Van Dyke. Let me just briefly point out—I mentioned to you 
what we had supplied to Yugoslavia under the 1955 plan—that we 
expect to continue about the same sort of program in 1956, with at 
least half of the money being spent for surplus agricultural commod- 
ities, with some money being spent for equipment to improve the 
highways, which I just mentioned, which are of defense interest. 
There is $4 million set aside for the direct forces support program, 
which is primarily to supply such items as tires for military vehicles, 
industrial machinery for Government arsenals, and so forth. 

The next country on the list of countries, referring back to the 
book, page 5, is Berlin, to which the Assistant Secretary has already 
alluded. 

Berlin is, of course, very important both politically and psychologi- 
cally to the United States. It likewise has some economic problems. 
In 1948 when the currency reform was instituted in Western Germany, 
Berlin was being strangled by the Russian blockade. Even after the 
blockade had been lifted, after the heroic efforts of the Berliners and 
our own stanch support, buyers hesitated to place orders in Berlin 
because they feared another blockade or some other type of harassment 
would be instituted. It was in 1950 that the United States began a 
major effort, in cooperation with the Federal Republic, to increase 
employment and industrial activity in the city of Berlin. This pro- 
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gram has been remarkably successful. Unemployment has been re- 
duced from 30 percent of the working force to about 18 percent today. 
Although this reduction has taken place, Berlin still has a very high 
unemployment rate compared to the rest of Europe and Western 
Germany itself. Berlin still suffers from the three problems which 
ximost brought it under 5 years ago, that is, the influx of refugees, the 
expenses connected with the long line of communications—the 100- 
mile corridor to Western Germany—and the burden of unemployment. 

The deficit of West Berlin is being met largely by the Federal Re- 
public. The deficit runs somewhere in the neighborhood of $800 mil- 
liona year. Weare putting in a very small part of this total, largely 
as a gesture to indicate the firm support which the United States still 
has for Berlin. 

The way this works is that the United States will sell in Western 
Germany surplus agricultural commodities, and the deutschemark 
sale proceeds will be made available for investment loans, for equity 
financing and for reconstruction programs in Berlin, in cooperation 
with the Berlin Government and the Government of Western 
(Germany. 

Mr. Donovan. How much is that? I missed it. 

Mr. Van Dyke. $21 million, of which $1 million is for services and 

20 million for surplus agricultural commodities. 

Mr. Donovan. That is the figure on page 5? 

Mr. Van Dyker. Yes, sir. 

The next item is the European technical exchange program. These 
funds can be broadly described as meeting three kinds of expenses: 
First, the salaries of United States technicians and experts going to 
European countries, and to the European Productivity Agency of the 
Organization for European Economic Cooperation. 

Mr. Morano. Is this bilateral ? 

Mr. Van Dyxe. I will come to that, if I might, in just a minute and 
explain how this works. The second purpose for which these funds 
will be used is to pay per diem in this country of European nationals 
coming here to observe United States industrial techniques and the 
United States way of life. 

The third purpose is to pay salaries of United States employees who 
are engaged in arranging these visits, in arranging the teams and 
expediting their movement back and forth. 

The fields of activity which these funds are presently programed for 
are described on page 60. You will note, however, Mr. Congressman, 
that on page 59, which shows the purposes of the fund, there is no 
country breakdown. We propose to handle this in a new way this 
year, in accordance with the language of the amendment which was 
read to the committee a few minutes ago, dealing with the administra- 
tion of this program to encourage European economic integration. 

In 1953 the Organization of European Economic Cooperation estab- 
lished what is known as the European Productivity Agency as an 
executive arm of that organization, with headquarters in Paris. This 
agency now has a permanent staff, and we propose to go to that organ- 
ization next year and ask them to develop a consistent, coherent pro- 
gram which the United States can consider. We will ask them to 
collect from their member countries ideas for visits which those mem- 
ber countries themselves want to see carried out. Then the organiza- 
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tion will look at all the various suggestions made and come up with a 
coherent program. They will then consult the United States. We 
will not know until after the consultation exactly what countries will 
benefit from the program. It may be, for example, that a team will 
come to this country which consists of a Turk, an Italian, and a Nor- 
wegian. Another team might consist only of Norwegians, if the Nor- 
wegians had a particular desire inthis program. This whole exchange 
idea in the technical, industrial, labor, and economic field is designed 
to strengthen the economic base of Europe. It has many other aspects 
as well. 

One immediate result which we hope will come from the new way 
of operating the program will be to show the Europeans one additional! 
way of working together. As we withdraw our economic aid from 
European countries, we believe it is important to maintain contact 
with these key groups, in industry, labor, and the whole commercial 
field. This is a people-to-people program. It doesn’t cost a great 
deal. It is quite a modest program. 

We reached a total expenditure in 1953 under this program of some- 
thing like $14.5 million. We are asking for a smaller amount this 
year. By handling it through the European Productivity Agency 
we believe we can get a more effective program in terms of the objec- 
tives laid down by Congress. This program supplements and extends 
the program in which the United States Government has engaged 
for some time in the cultural and educational field. It supports the 
general objectives of the United States Government in bringing bette: 
living, more leisure, and more freedom to these countries of Europe. 

I began this presentation with an optimistic note, indicating that 
European economic activity had reached a high plane. Certainly, this 
is true, and we do not want to say anything which might contradict 
this. It is important to note, however, that while Europe has been 
improving its level of economic activity, the Soviet Union and the 
United States have not stood still. It is the considered judgment of 
people who are looking at the development of the Soviet Union, for 
example, that economically they are increasing their production at 
rate in excess of that in Western Europe. We want to do what little 
we can to keep encouraging Western Europe to increase productivity 
and production. We believe this program is one in which America 
can put its best foot forward. 

Here in this field, in the idea of industrial productivity, in labor- 
management relations, we put our best foot forward. We have ideas 
to export rather than commodities. I think with this program we get 
maximum return for a limited amount of funds. 

Mr. Morano. You put those dollars directly into that organization / 

Mr. Van Dyke. We do not, sir. We wait for the organization to 
propose a project. Then we finance the dollar costs of that project. 
The money does not go to the organization. The organization is sup- 
ported by contributions from the European governments. 

Mr. Morano. They developa plan. They present it to you, and you 
decide whether it is a good one or not, and then decide how much 
money should be given. You give them money when you decide it is 
all right, and you give it to the control of the OEEC; is that right ’ 

Mr. Van Dyke. It doesn’t work quite that way. Let me take an 
illustration. 
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Mr. Morano. Suppose they had a Turk, a Norwegian, and an 
Italian, as you said, and they wanted to come to this country to study 
machine tooling, for example, or some other technical product. 

Mr. Van Dyke. The organization will pay the nondollar cost of 
this trip. That is, the cost of ocean transportation, for example, is 
not paid for under this program. We pay the costs of living in the 
United States, hotel bills, and daily subsistence. We do not make 
this money available directly to the OEEC, but we reimburse the 
members of the team for their 

Mr. Donovan. I have to go and vote. I have a question. May I 
bring it up here? The population of Yugoslavia is how much? 

Mr. Van Dyke. I think it is 17 million. 

Mr. Donovan. What is the population of Spain / 

Mr. Van Dyke. 28 million. 

Mr. Donovan. You agree with me, in general terms, that the coop- 
eration by the Spanish Government with our defense forces is as 
complete as we find anywhere in the world ¢ 

Mr. Van Dyke. I think I would turn to Mr. Merchant for the an- 
swer to that question. 

Mr. Mercuant. I don’t believe I am qualified to speak in world 
terms. I do know that it has been extremely satisfactory. 

Mr. Donovan. In other words, the red carpet is out to American de- 
fense, as to anything we want; is that correct ? 

Mr. Mercuant. It has been my understanding they have been ex- 
tremely cooperative. 

Mr. Donovan. That being true, Spain having a population of 28 
million, Yugoslavia having a population of 17 million, don’t you think 
the fact that we are programing $40 million for Yugoslavia and $26 
million for Spain is a little bit niggardly on our part with respect 
to Spain ? 

Mr. MercuAnt. No, sir, I do not. I think in all of these programs 
every year, and in fact during the year, you have to look at what the 
purposes are, and its own interest, what the United States wants to ac- 
complish, and then find out how in the interest of the taxpayer that 
can be accomplished at a minimum cost to the taxpayer. 

Mr. Donovan. There is a glaring discrepancy, isn’t there? 

_ Mr. Mercuanrt. If you look back at the economic aid program to 
Spain in fiscal 1955 and fiscal 1954, I think you will find there is well 
over double what it was in either of those years to Yugoslavia. 

Mr. Donovan. I am talking of this year. 

Mr. Mrercuant. I think you have to look at the program each year 
in relation to what the problems are that year. 

Mr. Donovan. Of course, the State Department is aware of the fact 
that a significant part of our strategic Air Force is contemplated for 
base in Spain? You are aware of that fact? 

_ Mr, Mercnant. The State Department is aware of the strategic 
importance of Spain. 

Mr. Donovan. Yet you take a position with respect to Spain, a very 
poor country, as poor as Yugoslavia, and that a planned program of 
526 million for a population of 28 million, where hydroelectric power 
is practically nonexistent, that that is a fair deal in comparison to $40 
million for Yugoslavia, a country which may be here or there in the 
next 6 months? 
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Mr. Mercnant. What I am suggesting, sir, is that the sole criterion 
to determine what is fair, as I think you said, or what will achieve our 
purposes, is not just to divide the number of dollars by the population. 

Mr. Donovan. You won’t be disappointed if a lot of other people 
disagree with you? 

Mr. Mercnant. I am used to being disagreed with, sir. 

Mr. Gorpon. Did you touch on the refugee program’? How is it 
progressing ¢ 

Mr. Van Dyxe. I am not myself familiar with the details of that 
program. I understand it is going very well. There are no particular 
problems in Western Germany. There are some problems in other 
countries. 

Mr. Gorpon. Are they coming in at the same rate as before, or is a 
greater number coming in? 

Mr. MercuAnt. You are speaking of the movement of population 
from East Germany to West Germany ¢ 

Mr. Gorpon. Yes. 

Mr. Mercuant. It is not as high as 2 years ago. There has been 
a total, as I recall, of about 1 million East Germans who have come 
over to the Federal Republic in the last 3 or 4 years. In the last12 
or 15 months it has been at a declining rate. 

Mr. VanDyxe. On page 56 of this volume you will see a chart 
indicating that 305,000 refugees entered Berlin in 1953 and 104,000 
in 1954. I don’t know what the recent figures have been. I expect 
the high point was in 1953. 

Mr. Gorvon. Mr. Carnahan and I were there as a committee of two. 
We saw the deplorable conditions that exist in those various camps. 
T don’t see how those people even survive. The shelters are in a very 
dilapidated condition. I thought we should look into that matter, 
also. 

Mr. Carnanan. I wanted to ask, in Yugoslavia, the fact that they 
seem to be getting away from the collective farms now, what. par- 
ticular reason, if any, do you see why they are moving away from 
the collective farms and back to the individual farms? Is it from 
pressure of their people just to own and operate the farms, or is it 
because collective farms are just breaking down and not. producing ¢ 

Mr. Van Dyke. The collective farm system just did not work in 
Yugoslavia. It did not work in Soviet Russia. It has not worked 
in the satellites. 

The course that the Soviet Govenment has taken, and I am not an 
expert on this subject, is to open up vast new territories in Siberia 
to try to compensate for the fall-off in production in the established 
farming areas. Yugoslavia had no such resource to turn to. Being 
pragmatists as they are, they decided to abandon the collective as a 
way of organizing agriculture. 

Mr. Carnanan. Is there any other phase of their industry where 
they are moving away from nationalism to individualism ? 

Mr. Van Dyke. I wish you would raise some of these questions 
with Ambassador Riddleberger. He is much more familiar with the 
situation thanI am. A couple of years ago the Yugoslav Government 
took a very-careful look at its economic system. One of the things 
it did was to turn its back on the collective system of agriculture. 
Another thing it did was to abolish the central monolithic planning 
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which is a feature of the Moscow-type of communism. What they 
did was to decentralize the decision making to individual enterprises. 
These enterprises in some cases now are operated, in all cases, I shoulk 
say, by works councils. The details of how the board of directors 
or works councils are elected, and so on, I just don’t know. 

There has been a search for new ways of organizing the economy 
in Yugoslavia. 

Mr. CarnaHAN. Is it possible then that the Yugoslav experiment, 
if we might call it such, is the beginning perhaps of establishing the 
fact that the Russian-type of communism may not work in an economic 
structure ¢ 

Mr. Van Dyke. I think that is a very interesting point to contem- 
plate. I believe it has a good deal of validity. 

Mr. CarnaHan. Do you feel there is any particular difference be- 
tween the type of communism of Tito and the communism of the 
Kremlin? Is it all-Communist, and is it all bad, and we will have 
nothing to do with any of it? Is there a possibility of a difference 
in their Communist concepts, assuming that they are both 
Communists ? 

Mr. Van Dyxe. There are differences. I am not qualified to say 
how deep and how fundamental those differences are. For example, it 
is a fereiehennall thesis of Moscow communism that Communist coun- 
tries never get mad at each other. This thesis has broken down in the 
Yugoslav situation. By definition in the Marxist doctrine Commu- 
nist countries get along. 

Mr. Carnanan. There can be no deviation ? 

Mr. Van Dyxe. That is right. 

Mr. Carnanan. Could the Yugoslav-type communism be classified 
as national communism, as against international communism ? 

Mr. Van Dyke. You are getting somewhat beyond my depth, Mr. 
Congressman. I am an economist. Perhaps Mr. Merchant could 
comment on that. 

Mr. Mercuant. I think you could fairly say that the development 
of communism, the Communist practice in Yugoslavia since the rup- 
ture with Moscow is a communism tinged with a degree of nationalism, 
which is not tolerated really by the Soviet system. 

Mr. Carnanan. Which, of course, according to the international 
Communist concept, wouldn’t be communism ? 

Mr. Mercuant. It is a major deviation. 

Mr. Donovan. Trotsky saw one way, but Lenin and Stalin saw 
differently. They have changed a few times on that question. 

Mr. Carnanan. Certainly a break of one Communist group with 
another is encouraging; isn’t it? 

_ Mr. Mercuant. I think the break of Tito away from Moscow was 
in the interests of the free world a most important development. I 
think some of the recent developments, such as the visit. of Khrushchev 
to Belgrade, such as the withdrawal of the Soviet troops in Austria, 
are bound to set up shivers of fear in the Communist bureaucrats and 
rulers in the other European satellites, and equally send a surge of hope 
up in the hearts of people who remember freedom in those countries. 
I think this. concept that there are several roads to socialism, that 
deviationism can later be forgiven and condoned, are setting loose 
forces which are inevitably going to move, I believe, in the direction of 
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ultimate independence for the satellite countries. I think these are 
long-range things. 

I was in Vienna at the time of the signing of the treaty. Anyone 
who saw the unorganized, unrehearsed crowd of over 500,000 people 
out of a city of a little over 114 million, lining the streets from the 
palace to where the treaty was signed, saw them standing there in the 
rain for 12 hours, each one waving his flag, just had the feeling that 
this was an impulse that is going to be carried by the wind behind the 
Iron Curtain, that this is bound to spread, that this is bound to do 
something, to loosen ultimately the hold of Moscow on the satellites. 

That, essentially, is why we do think the program of assistance for 
Yugoslavia isimportant. We do think it is important that we should 
encourage Tito to maintain his independence. We think it is im- 
portant that we should maintain the belief on the other side of the Iron 
Curtain that if another satellite should break away, it won’t be forced 
back into the arms of Moscow just because we will have no truck with 
it. 

Mr. Carnanan. Tito could well become an example for Communist 
China ? 

Mr. Mercuant. Yes. 

Mr. CarNAHAN. Wouldn’t it be very encouraging from our point of 
view if we could encourage even a third type of communism in the 
world? If the Chinese could break away and become independent of 
Moscow, wouldn’t that perhaps be the best we could hope for at this 
time? 

Mr. Mercuanr. It would certainly be a most desirable develop- 
ment from our point of view. 

Mr. Carnanan. If communism does break down into a dozen na- 
tional Communist groups, then the international Communist move- 
ment will certainly be on the road to going on the rocks? 

Mr. Mercuant. Yes. 

Mr. CarRNAHAN. I am convinced that we should continue the aid 
program to Yugoslavia. 

Mr. Mercuant. I think maybe you had better visit Yugoslavia with 
Mrs. Kelly and Mr. Morano this summer. 

Mr. Donovan. Mr. Merchant, I get the impression that practically 
all this economic aid is in the nature of foodstuffs to Yugoslavia; is 
that correct ? 

Mr. Mercuant. I believe it is. 

Mr. Van Dyke. I will be glad to give you the breakdown. 

Mr. Donovan. I don’t want the breakdown. But the largest part is 
consumable goods? 

Mr. Mercuant. Specifically, $20 million was in the illustrative pro- 
gram, surplus agricultural products. 

Mr. Donovan. Is it true that that was actually to make up for what 
Tito was not getting from Russia as a result of the break with Russia’ 

Mr. Van Dyke. At the present time trade is occurring between 
Yugoslavia and Russia. 

Mr. Donovan. What about the free flow of food ? ; 

Mr. Van Dyke. There are trade agreements between Yugoslavia 
and the Soviet Union and most of the satellites, which provide for the 
exchange of goods. 
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This is not making up for any trade which is not occurring, because 
trade is in fact occurring, 

Mr. Donovan. I am not talking about trade. I am talking about 
the aid. When Tito broke with Russia, was there a cutting off of sup- 
plies from the Yugoslavs ¢ 

Mr. Van Dyxes. There was. 

Mr. Donovan. This aid we gave them made up for that cutoff ¢ 

Mr. Van Dyke. In considerable part. When Khrushchev was in 
Yugoslavia recently, he got a bill from the Yugoslavs for indemnity 
for losses suffered as a result of this cutoff. He didn’t pay the bill, 
however. 

Mr. Morano. On the Yugoslav aid, you have surplus agricultural 
commodities, a figure of $20 million on this 1 page. Then you turn 
over to the breakdown, the country of Yugoslavia, and you have a 
total of $23 million. There is a discrepancy there. 

I see in your statement today you say that $36.5 million is in defense 
support for Yugoslavia, that more than half of this sum will be in 
the form of surplus agricultural commodities, and your total here is 
$39.5 million in the book. 

There must be some reason for that discrepancy. Will you explain 
it to me? 

Mr. Van Dyke. The total commodity program for 1956, proposed, 
is $39.5 million. Of that $39.5 million, $4 million is in the category 
of what we call direct forces support, that is, items which will be sup- 
plied by our military establishment to the Yugoslav military establish- 
nent, leaving a total of $35.5 million for the defense support category. 

Mr. Morano. 'There is a million there. Is there anything wrong 
in his statement? He says here there is $36.5 million. 

Mr. Van Dyke. The $36.5 defense support program includes $1 
million in services. It would be $35.5 million in commodities. 

Mrs. Ketiy. What is services? 

Mr. Van Dyxe. These are to be services supplied under our tech- 
nical exchange program, bringing Yugoslavs to this country to ob- 
serve United States practices and sending United States experts to 
Yugoslavia. 

Mrs. Ketuiy. That includes a $700,000 item for the University of 
Kentucky; is that correct ? 

Mr. Van Dyxe. $700,000 for the University of Kentucky contract 
was obligated from 1954 funds, I believe. 

Mrs. Ketiy. That is where they train, or what? 

Mr. Van Dyke. This contract has not yet been executed. The 
se : have been set aside for it. No final agreement has been 
reached. 

Mrs. Keity. The trainees you are speaking of, the services, include 
that amount? 

Mr. Van Dyxe. This $1 million bears no relationship to the Yugo- 
slav contract. 

Mr. Morano. The million dollars is for the next year. 

To get the crux of my question answered, they are not numbered by 
pages, but section 3-49, states, “Europe, individual country data,” and 
then you get down here to Yugoslavia, as to sales in this country you 
have a figure of $20 million proposed for 1956. 

Mr. Van Dyke. That is correct. 








404 MUTUAL SECURITY ACT OF 1955 


Mr. Morano. Then you turn over to 52, it says, “net United States 
financing, food and agricultural imports.” Then it goes way over to 
the right, and there you find the figure under Yugoslavia of $23 mil- 
lion. There is a difference of $3 million. There must be an explana- 
tion of it, but I don’t see it anywhere. You add it all up, and so on, 
and it totals $23 million. That is supposed to be the breakdown of 
the $20 million. I don’t understand it. 

Mr. Van Dyke. There is $3 million included here for wool within 
that $23 million. Wool has since then been declared ineligible under 
section 402. Therefore, the figure I gave you of $20 million excludes 
the wool figure, which is $3 million under “Other” in this table. We 
still intend to ship wool. 

Mr. Morano. You are talking about section 402 of last year’s act ? 

Mr. VAN Dyke. Yes. 

Mr. Morano. That isthe Agricultural Adjustment Act? 

Mr. Pauw. That is the section in the Mutual Security Act. In other 
words, Mr. Morano, that $3 million is not in the surplus agricultural 
commodities. So, if you subtract the wool, which is not surplus, from 
the $23 million, you get a total of $20 million of surplus. 

Mr. Morano. That act is on the books. Why, then, is the $3 million 
here? Why is it included? 

Mr. Van Dyke. Since this book was printed the Department of 
Agriculture withdrew wool as available under section 402. 
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Mr. Morse. Under section 402 we are required to sell a certain 
amount of the surplus. When this book was printed, we said we were 
going to sell $23 million worth of surplus agricultural commodities to 
Yugoslavia. That included wool. But under the law only the Sec- 
retary of Agriculture determines what are surplus agricultural com- 
modities. 

I am informed since that time they have removed wool from the 
list of things which are called surplus agricultural commodities. We 
still intend to ship the wool to Yugoslavia, but we can no longer 
include it as a surplus agricultural commodity because it has been 
removed from the list by the Secretary of Agriculture. 

Mr. Morano. What are you spending? Are you spending $20 mil- 
lion, or are you spending $23 million ? 

Mr. Van Dyke. We are spending $23 million for agricultural com- 
modities, but the sales program totals only $20 million. 

Mr. Morano. Why does the total remain the same? You have a 
total here of $39.5 million. 

Mr. Van Dyke. That is right. 

Mr. Morano. Why is that total the same ? 

Mr. Van Dyke. The wool has been shifted from one category to 
another category within the total. 

Mr. Morano. Then this chart is misleading? 

Mr. Van Dyxe. We will review these tables and correct them if nec- 
essary. 

Mr. Morano. What are you going to ship for the other $3 million? 
To what category are you going to place the wool in that you are 
going to ship for $3 million ? 
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Mr. VAn Dyke. It will be a grant under section 131 of the Mutual 
Security Act. 

Mr. Morano. Does it come under the direct forces support 

Mr. Van Dyke. Defense support. 

Mr. Morano. I think we ought to make that correction, Mr. Chair- 
man, 

Mr. Gorpvon (presiding). That correction will be made. 

(The following information has been supplied for the record:) 


STATEMENT SUBMITTED BY THE FOREIGN OPERATIONS ADMINISTRATION 


Under the illustrative program presented to the committee, it is proposed that 
a total of $23 million worth of agricultural commodities be financed for import 
into Yugoslavia under the mutual security program in fiscal year 1956. Of 
this total of $23 million, $20 million are programed in the form of commodities 
declared surplus by the Secretary of Agriculture, and $3 million will be in 
the form of nonsurplus commodities, mainly wool and fertilizer. 

The distinction between surplus commodities, which, under section 402 of 
the Mutual Security Act, are treated as local currency sales, and nonsurplus 
commodities, which are treated as grants, accounts for the difference in the 
tables appearing on pages 49 and 52 (a) of section III of volume I of the pres- 
entation book. The table on page 49 deals only with surplus commodities which 
are sold to the Yugoslav Government; the table on page 52 (a) deals with 
MSP-financial ports of all commodities, surplus as well as nonsurplus. 

Mr. Dopp. I was sorry that I was not able to be here earlier. I 
listened to Mr. Carnahan’s questions with interest. I «m sure the 
Secretary is aware of the fact that there are a lot of people who are 
concerned about this Yugoslav item. I am one of them. I haven’t 
made up my mind about it. 

1 am not very much concerned about the details of these items, with 
due respect to my colleagues, I do not mean by that they are not im- 
portant. I know they are. But I have a more basic problem. 

I heard someone here say the other day that Yugoslavia’s program 
is really acaleulated risk. I was thinking about that yesterday. When 
I take a calculated risk, [ don’t do it without some judgments. I base 
my calculations on something. 

Thus far in these hearings, since I have been in attendance, I have 
never found any basis for this so-called calculated risk. 

With respect to military planning, we have been told there is none, 
either with the Yugoslavs or about them. 

Also as to these other forms of assistance, as far as I know there 
is no basis for the calculation. Are we just taking a shot in the dark, 
hoping that it will come out all right? Or is there some reason for 
believing that our calculation rests on something substantial? Can 
you tell me about that? 

Mr. Mercuant. The calculation, sir, I think, rests on a judgment, 
and a judgment based on many tangibles and intangibles, to the effect 
that the Yugoslav Government, having broken with the Cominform, 
and Moscow, will not return blindly to that camp but will retain its 
independence, will continue to develop its relations with the West, 
which started very cautiously, and which I think are improving in 
cultural, trade, and military matters. 

I would cite, for example, the development of the signing of the 
Balkan Pact, which brought Yugoslavia into a direct military rela- 
tionship with two members of NATO 
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Mr. Dopp. Has anything been said which indicates, or does any- 
body know that the situation is really improving? Isn’t it just as 
sensible to rationalize that Tito is merely using scft talk as a device 
for the time being in order to get what he can out of us, and that he 
will ultimately betray us? 

If somebody will tell me, “We have talked to Tito on April 1,” or 
someone representing us did and here is what he said, “Here is what 
he said he is going to do,” I can put my teeth into that and I can say, 
“All right. That is something to go on.” When a man says to me, 
“We think he is coming our way” 

Mr. Mercuant. I didn’t say, sir, “We think.” I said it was a 
judgment based on many tangible and intangible things. It is based 
on intimate talks with Tito and the high members of the Government 
in Yugoslavia. It is based on a number of specific tangible acts, of 
which one I cited was the Yugoslav’s signature of the Balkan alliance 
with Turkey and Greece, both of which, as you know, are members 
of NATO. 

Mr. Dopp. We were told here yesterday by a high military authority 
that is really a paper treaty that doesn’t amount to anything. 
Obviously that isn’t any real basis for a calculated risk. 

Chairman Ricuarps. Somebody else may have raised this question. 
What would you think, in view of the wide distrust of Mr. Tito by 
the United States and in the Congress itself, of a provision in this 
bill that would say that no part of these funds would be used for 
Yugoslavia unless the President determined, in his judgment, that 
it was in the best interests of the United States or necessary for the 
security of the United States to do so? What harm would there be 
in putting that in the bill? Do you think that would do harm in 
our relations in Europe? 

Mr. Mercuant. I think, Mr. Chairman, it goes without saying 
that no funds would be expended under this program unless the 
administration, and in the last analysis, the President, felt the expend- 
iture was in the national security interest of the United States. 

Chairman Ricuarps. That would point up the distrust of recent 
oe of Russia and Yugoslavia. 

Mr. Mercnanrt. I would personally—this is not something that has 
been proposed to consider 

Chairman Ricwarps. I wish you would look into that and let me 
know what you think. 

Mr. Morano. Mr. Chairman, I was distracted for a moment. 

Chairman Ricuarps. I just want to say that the idea was not 
original with me. Mr. Morano was the first one that mentioned it 
to me. I just wanted to get your thinking on it. I would like to 
get the reaction downtown on it. 

Mr. Morano. Mr. Chairman, I didn’t get his answer. 

Mr. Donovan. He says that he wants to wait until later on. 

Mr. Morano. I wanted to point out, Mr. Merchant, if an amendment 
of that kind is not acceptable, whether it is or not, there is a chance 
that there may be an amendment even more restrictive, and therefore 
more objectionable to the State Department and the executive branch 
of the Government. 

That must be taken into consideration. In other words, an amend- 
ment to the effect that the President would be required to not only find 
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it is in the national security to spend those funds but to justify it to 
the Congress. And, as Mr. Dodd has pointed out, and I want to say to 
my colleague from Connecticut, that before he reached the committee 
hearing the fundamentals of this issue were raised, and I helped raise 
it. Weare, as Mr. Dodd has pointed out, completely in the dark. We 
don’t have information that the executive branch undoubtedly has that 
allows them to talk the way they do—— 

Mr. Dopp. If you yield a minute. All I have heard is negative. 
They won’t let us inspect the use of our arms. They have violated 
these agreements. All the evidence I have heard leads me to believe it 
is a bad calculated risk. 

Mr. Morano. I asked the Secretary of State the following question : 
“Ts it a reasonable gamble for us, Mr. Dulles, to continue to furnish 
military aid?” Iam not talking about economic aid, but military aid. 

Chairman Ricuarps. Will the gentleman yield? I will say this to 
the gentleman. So far as this calculated risk business, we are taking 
a calculated risk all over the world. 

We are taking the risk. Maybe the odds are greater against this 
one. I fully understand that. I realize that you are not in a position 
tosay right now. You see what the Congress is thinking and a lot of 
people are thinking. I would like for you to talk to some of your 
superiors about that and give us your advice before we go into the 
matter. 

Mrs. Ketiy. Mr. Chairman, for 2 months I have been carrying on a 
running correspondence with the President on this issue. I requested 
several months ago for him to discontinue aid under his present author- 
ity until he found out what the status was there. This is the latest 
reply I have received. 

It is from the White House. 

Chairman RicHarps. What does it say ? 

Mrs. Ketziy. I would like to have a member of the staff read it. 

Mr. Gorvon. Can that be read aloud for the members’ information ? 

Mr. Crawrorp. It is from the White House, addressed to Mrs. 
Kelly, dated June 10, 1955: 


Dear Mrs. Ketty: Concerning your June 7 letter further respecting foreign 
assistance to Yugoslavia, it is the judgment of those concerned in the executive 
branch that the outcome of the recent Soviet-Yugoslav negotiations in Belgrade 
warrants no change either in the current program of assistance to Yugoslavia 
or in the projected program for fiscal year 1956. 

There is reason to believe that President Tito has not retreated from his 
determination to pursue an independent course and to retain full freedom of 
action for his government. As pointed out in my June 2 letter, our aid policy 
has been aimed at enabling Yugoslavia successfully to assert its independence 
vis-a-vis the Soviet Union and the Eastern European satellite states. It is 
apparent that this policy has now attained a considerable measure of success. 

As the President stated at his June 8 press conference, we do, of course, subject 
our Yugoslav policy— as all other policies—to continuing review to accommodate 
programs to changing conditions and objectives. While we can never be certain 
of future developments, we do feel that as of the present time our course of 
action in providing aid to Yugoslavia is consistent with the security interests of 
the United States. 


It is signed by Bryce N. Harlow, Administrative Assistant to the 
President. 
Mrs. Ketiy. My question was on military aid and economic aid. 


ne Mercuant. Could I go off the record for a minute, Mr. Chair- 
man 
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Chairman Ricnuarps. Yes. 

(Diseussion off the record.) 

Mr. Donovan. Does your policy with respect to Yugoslavia, as just 
presented by you, Mr. Merchant, depend upon the continued life and 
existence of Tito; and, if so, to what extent ? 

Mr. Merchant, while you are thinking, in other words, if Tito passed 
out of the picture in the next 24 hours, what would happen ? 

Mr. Mercuanr. I think it would be a rash man that would predict, 
Mr. Donovan. In what is essentially a dictatorship, it seems to me 
listory does tell us when a dictator dies there is the possiblity that 
there will be an abrupt shift, that some rival of his with maybe radi- 
cally different views will ultimately attain the power. 

I do think one development in the last 6 years of association with 
the West is a valid one; that is, first of all, that the Yugoslav Govern- 
ment, while undoubtedly it has people of different views within it, 
has become more institutionalized. 

Second, that the experience of travel, of association, and exposure 
to the West, of not being dependent on controlled newspapers and 
radio and other sources of information, I think it is demonstrable 
and has had a very real influence on the leadership of Tito. 

I couldn’t predict what would happen if he would die tomorrow. 

Mr. Donovan. You mentioned some rival of his or some group that 
might come into control. Have you any information that in Yugo- 
slavia there are rivals of Tito who might take over? 

Mr. Mercnant. No. I think he stands with no real rival in the 
Government today. A successor would have been a better word. 

Mr. Donovan. The State Department takes such an exigency into 
consideration when it fixes its policy, doesn’t it ? 

Mr. Mercnant. Certainly. 

Mr. Donovan. Have you that thought out? 

Mr. Mercuant. Certainly it has been considered, sir. 

What I was suggesting is that there is no sure answer to it. What 
you have-to do is make your estimate and caleulate—— 

Mr. Donovan. In case, and if and when such a thing happens, I 
want to know whether if he dies tomorrow morning will Yugoslavia 
go East or stay West. 

Mr. Mercuanr. My crystal ball isn’t working awfully well, sir. 

Mr. Donovan. We all have to figure things like that out in politics. 
You are in politics on an international scale. You would rather not 
answer that question ? 

Mr. Mercnant. Our estimate is that were Tito to die, the very 
great probability is that the regime would maintain its present orien- 
tation and course. 

Mr. Donovan. Who would be his successor ? 

Mr. Mercuanrt. I don’t know, sir. 

Mr. Donovan. Does the State Department have any notion as to 
who his successor would be? 

Mr. Mercuant. Undoubtedly, sir, we have ideas as to who would 
be in the group most likely to succeed him. 

Mr. Donovan. Would you mind telling us what your idea is? 

Mr. Mercuant. I would prefer not to, sir. 

Mr. Donovan. That is another Iron Curtain behind which we all 
suffer, too. 

Mrs. Ketxy. I asked that question of the Secretary. My question 
to the Secretary was: Is Tito at the time in control of the Communist 
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rezime or the head of the Communists? He gave me the answer of 
Auriel. It shows in the record that, “I am not giving you the answer, 
but I am giving you the answer of Auriel.” 

Mr. Donovan. I have no more questions. 

Mr. Gorvon. Mr. Williams. Mrs. Kelly. 

Mrs. Ketiy. One thing that bothers me, Mr. Merchant, is this. 
It came up yesterday. We only have 41 persons in Yugoslavia, as 
far as the military is concerned. I see it was corrected over here to 
30 by Colonel Regan. 

They have 5 training teams and 10 makes up a training team. How 
many personnel have you in there? 

Mr. Mercuant. I will have to look that up and put it in the record. 
Ambassador Riddleberger would undoubtedly be apie to give you tne 
answer tomorrow morning. 

Mrs. Ketity. What about FOA people ? 

Mr. Van Dyke. We have a total of 21 United States nationals, of 
whom 15 are administrative and 6 are technicians, including our 
secretarial and clerical help. 

Mrs. Ketuy. The United States is giving a great deal of assistance 
and there are 50 for military and now FOA claims 21 persons with that 
organization. 

Mr. Van Dyxe. There are 15 administrative. 

Mrs. Ketnty. That leaves 6 to go all around the country. 

Mr. Van Dyke. The six don’t necessarily go around the country. 
Are you referring to our controller ¢ 

Mrs. Kexty. How many personnel completely have you in Yugo- 
slavia under FOA ¢ 

Mr. Vaw Dyke. 21 United States nationals. 

Mrs. Ketiy. You have 21 FOA men and 50 more military, while 
in some of these other countries you have as many as 200 and 300 where 
they are getting one-tenth of the money. 

Mr. Fuuvron. I beheve Tito won’t let more in, and restricts those 
who are there. How many jet planes has our program supplied in 
Yugoslavia ? 

Chairman Ricwarps. He is not a military man. 

Mr. Van Dyke. We have no countries in Europe in which there 
are FOA personnel approaching 200 or 300. It may be military, 
State, and FOA all told. 

Mr. Paut. In the underdeveloped countries where we have the 
point-4 programs we have large numbers of people. In India, for 
example, the figure is up to 131. But most of that is technicians in 
fields of agriculture or health who are sent out there to carry on the 
point-4 program. We don’t have any such program in the European 
countries, 

aire Ketny. How much does the Indian program come up to this 
year § 

Mr. Paut. The point-4 program, which accounts for most of the 
people, is $15 milhon. 

Mrs. Ketty. And you have 131? 

Mr. Paun. Yes. 

Mrs. Ketty. It is just as backward as India, and in order to get 
tround the country you only have 21. 

Mr. Pav. It is an entirely different type of program. We have 
expanded all over the 29 Indian states. It is a much more complex 











410 MUTUAL SECURITY ACT OF 1955 


problem. It is also heavily geared toward the agriculture, health, 
and education sectors, which require more people. 

Mrs. Ketiy. As far as the United Kingdom is concerned, how 
much is allocated in the program for the United Kingdom ? 

Mr. Van Dyke. Nothing. 

Mrs. Ketty. It is carryover? 

Mr. Van Dyxe. There was $35 million appropriated by the Con- 
gress for fiscal 1955. 

Mrs. Ketry. $199.9 million for 1954? 

Mr. Van Dyxe. That is right. 

Mrs. Kexty. Is that all spent? 

Mr. Van Dyxe. There will be a pipeline at the end of 1955, which 
largely consists of agricultural commodities. 

Mrs. Ketiy. You have a joint control area program of $21—— 

Mr. Mercuant. That is Berlin, Mrs. Kelly. 

Mrs. Ketiy. No other place? 

Mr. Van Dyxe. There is $1 million included in that total which 
is available for services in the joint control areas, which are defined 
by our lawyers as Austria, Western Germany, and Berlin. 

Mrs. Ketty. Do you have any idea how much Great Britain is con- 
tributing to Yugoslavia? 

Mr. Van Dyke. France and Great Britain together since the be- 
ginning of this program have contributed about $80 million to the 
Yugoslav economy. 

Mrs. Ketiy. Over the comparable years—— 

Mr. Van Dyke. Since the program began. I believe their first con- 
tribution was in 1951. 

Mrs. Ketiy. Did I understand you to say in the Yugoslav counter- 
part there is over $350 million ? 

Mr. Van Dyke. It is about $30 million worth of counterpart. [ 
will check that figure. 

Mrs. Ketiy. Couldn’t you carry over any program that you have at 
the present time with that $30 million in counterpart? 

Mr. Van Dyke. The $30 million in counterpart will be used for 
strategic and military roads and similar purposes. 

Mrs. Ketxty. You have it all planned ? 

Mr. Van Dyke. Agreement has not yet been reached for these uses, 
but these are the uses we propose, and we expect the Yugoslav Govern- 
ment to agree to those uses. 

Mr. Donovan. If they don’t? 

Mr. Van Dyke. We have a right, Mr. Congressman, on those 
funds—— 

Mr. Donovan. I suppose you will have to run the gamut of the 
Appropriations Committee as, if, and when this bill is passed by the 
combined Houses and signed by the President; is that correct / 

Mr. Mercuant. Yes, sir. 

Mr. Donovan. This is for my information. When you get before 
the Appropriations Committee, are these items earmarked or are you 
limited in any way as to how you explain them? 

Mr. Mercuant. As I understand it, sir, these programs are purely 
illustrative programs and remain so during the entire presentation to 
the Congress. 
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Mr. Donovan. When the bill comes out, the appropriations bill, 
does the bill say, “$28 million for Spain, $40 million for Yugoslavia, 
21 million for joint control areas,” or does it still give you the blank 
check ¢ 

Mr. Mercuant. It still gives you the blank check. 

Mr. Donovan. The only way that could be limited, could be kept 
within certain categories would be by limiting amendments passed by 
this committee ? 

Mr. Mercuant. That is my understanding. Mr. Paul can probably 
tell you about that. 

Mr. Gorpon. Do you have a question, Mr. Williams ? 

Mr. Wiit1amMs. We have been examining and inquiring into the 
risk involved in continuing aid to Yugoslavia. I take it there is a 
risk. We don’t know the degree of risk that the executive depart- 
ment feels there is in giving the aid, continuing the aid. I don’t 
believe it is quite the same inquiry, but I wonder if you have switched 
it around and assessed the risk if we didn’t give the aid, and what the 
course of events would be then? Has it been answered in that way ¢ 

Mr. Mercuant. No, sir. I don’t think it has. I think you have 
made an excellent point. You can never prove what would have hap- 
pened if you hadn’t done something you did. I think it is a fair 
assumption, however, in the case of Yugoslavia that had this Govern- 
ment. not followed its policy in the past few years of assistance to 
Yugoslavia, that the chances of Yugoslavia succumbing to Soviet 
blandishments to return would have been very notably increased. 

I think in the present conjunction we have to consider what might 
be the effect and the consequences on the Yugoslav Government and 
on the governments of present satellites of a termination of the aid 
program which has been administered in the last 4 or 5 years. 

Mr. Van Dyke. Might Iaddacomment? In terms of the economic 
situation of Yugoslavia, I think it is quite fair to say that had we 
not aided Yugoslavia, beginning after the break with the Cominform, 
Tito might well have long since been displaced by someone who was 
friendly with the Cominform. 

Mr. Fuutron. Or a democracy might have come ? 

Mr. Van Dyke. That is always a possibility. 

Mr. Fuiron. There is still a possibility of a movement toward 
democracy by the displacement of Tito, which has not entered into 
the State Department's presentation at all. That is something some 
of us would like to do instead of our United States foreign-aid pro- 
gram making profitable, a particular type of Communist heresy. 

Chairman Ricuarps. Are there any other questions ? 

Thank you, sir. I would like to say to the committee that tomorrow 
morning we will have Mr. Riddleberger. We will also have Brigadier 
(reneral Hains who can answer any questions. We will have the FOA 
man here also, will we not ? 

Mr. Crawrorp. Yes, sir. 

Chairman Rrenarps. Who will that be / 

Mr. Van Dyke. Mr. James Killen, Director of USOM, Yugoslavia. 
_ Chairman Ricuarps. The committee stands adjourned until 10:3) 
inthe morning. I think you will be interested in the testimony that 
We will have in the morning. We appreciate both your appearances. 
If we want something else, we will let you know. 

(Whereupon, at 4:46 p. m., the committee adjourned.) 
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WEDNESDAY, JUNE 15, 1955 


Houses or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 
The committee met, pursuant to adjournment, in room G-3, United 
States Capitol, at 10:40 a. m., Hon. James P. Richards (chairman), 
presiding. 
Chairman Ricuarps. The committee will come to order, please. 
We will proceed with hearings on the bill to amend the Mutual 
Security Act of 1954. We are pleased to have with us this morning as 
the first witness, Ambassador James W. Riddleberger. I know you 
are very much interested in the situation in Yugoslavia. 
Mr. Riddleberger, will you please proceed in your own way and tell 
us something about the situation over there. 


STATEMENT OF HON. JAMES W. RIDDLEBERGER, UNITED STATES 
AMBASSADOR TO YUGOSLAVIA 


(Ambassador Riddleberger was accompanied by Brig. Gen. Peter 
Hains, Chief, MAAG, Yugoslavia, and James F. Killen, Director, 
United States Operations Mission, Yugoslavia.) 

Ambassador RippLepercer. Mr. Chairman, and members of the 
committee, I thought first I would say a few brief words about the 
basic trends of Yugoslav foreign policy, and why we have given in- 
deed very substantial support to this country. 

I suppose it is a fair statement that the Tito defection from the 
Communist orbit was one of the great political events of the last 
decade. It was a heresy of the first rank and completely unprecedented 
in the annals of the Soviet Union. It brought with us some far- 
reaching political and military consequences, whose importance, I 
think, has been recognized certainly by our Government and indeed 
throughout the free world generally. 

In the first place, the defection showed that it was possible for a 
country to maintain its Communist, or as they refer to it today, 
Socialist doctrine and still break away from the tutelage of the Soviet 
Union. It showed it could be done by someone who had sufficient 
—— and in this case, shall we say armed forces to make a defection 
poss} ye, 

[t also showed that there were in the Soviet orbit peoples who would 
support a resistance to the Soviet tyranny. 

he geographic advantages, I think, are manifest. I am sorry this 
map is rather small, but if you will look at it carefully you will see 
that the defection of Yugoslavia did create a land bridge between 
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Italy, a NATO power, and the two southeastern NATO powers, first 
of which, of course, is Greece. 

The northwestern part borders on Italy. Yugoslavia is there. 
Then the frontier goes down as far as Greece. 

Therefore, it took the Soviet power away from the Adriatic and off 
the neck of Italy. 

In addition, of course, it subtracted one of the largest land armies 
on the continent of Europe from the Soviet forces, and as long as the 
Yugoslavs maintain their determination to resist aggression, in one 
sense we can say it added them to the forces of the West. 

Until last year, there was no formal military commitment on the 
part of Yugoslavia, toward any of the NATO countries. However, 
in August 1954 the Balkan military alliance was signed, under which 
Yugoslavia obligated itself in roughly the same terms as article V of 
the North Atlantic Treaty, to come to the aid of Greece and Turkey, 
in case of an attack. ; 

In fact, the article of the Balkan Alliance is really a paraphrase 
of the NATO obligation: Namely, that an attack against one is 
an attack against all, in which circumstances each country will assist 
the others, and to take all measures it deems necessary, including the 
use of armed force. I think that is the phrase. 

The other great event, as far as Yugoslavia was concerned in 1954, 
was the settlement of the very complex, long-standing, and thorny 
problem of Trieste. 

(Discussion off the record.) 

Ambassador Ripp.LeperGer. In October of last year, a memoran- 
dum of agreement was concluded in London which in effect has led 
toa pacification between Italy and Yugoslavia. 

Chairman RicuHarps. Considerable concessions were made by 
Yugoslavia in that instance? 

Ambassador Rippiepercer. From their point of view, certainly, 
because they regard Trieste as really belonging on the eastern side 
of the Adriatic, and I think that the Yugoslav Government has felt 
for a long time that the Italian claims, as far as economic aspects 
were concerned, were not as good as theirs. On the ethnic side, of 
course, the question is much more complicated. 

I think it is fair to say that the present Trieste settlement has the 
virtue of putting the majority of Italians under the Italian Govern- 
ment and the majority of Yugoslavs under the Yugoslav Govern- 
ment. It is an area where it is almost impossible to draw boundary 
lines to the satisfaction of all but I think that is one of the great 
things. 

Chairman Ricwarps. When I was there a few years ago, it was one 
of the matchboxes of Europe and the people on each side did not 
think there would be any solution in the next decade. 

Ambassador Ripptesercer. I entirely agree with the chairman, it 
was one of the sorest and most sensitive spots in that area and one 
which had aroused great national passions and feelings about the 
rights and wrongs of it, and here within a year, or less than a year, 
we are in the happy circumstance of seeing a number of problems 
being worked out between Italy and Yugoslavia. 

Chairman RicuHarps. Mr. Ambassador, I think most of the com- 
mittee is familiar with that historical situation. I suggest you go 
into the present situation. 
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Ambassador Ripptesereer. I think that is sufficient for the back- 
ground, Mr. Chairman, and I thought perhaps recent events would 
be of greater interest to the committee. This was just an attempt to 
set the Yugoslav problem in some perspective. 

(Discussion off the record.) 

Mrs. Ketiy (presiding). Thank you so much, Mr. Ambassador, 
(General Hains and Mr. Killen. 

The committee stands adjourned. 

(Whereupon, at 1:25 p. m., the committee adjourned to reconvene 
at 2 p.m., the same day.) 


AFTERNOON SESSION 


The committee met, pursuant to call, in room G—3, United States 
Capitol, at 2:15 p. m., Hon. James P. Richards (chairman) pre- 
siding. 

Chairman Ricuarps. The committee will come to order, please. We 
will proceed with the hearings on the amendments to the Mutual 
Security Act. We are privileged to have a colleague with us this 
afternoon, Mr. James Roosevelt. Will you proceed, Congressman 4 


STATEMENT OF HON. JAMES ROOSEVELT, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF CALIFORNIA 


Mr. Rooseverr. Thank you, Mr. Chairman and members of the 
committee. 

I wish to thank this committee for the opportunity to make some 
comments on the mutual security program with particular reference 
to its effect on current problems in the Near East. 

I think I should insert at this point that I do not pretend to be an 
expert on foreign affairs. It so happens, however, that I represent a 
district where about one-third of the district is intensely interested 
in the provisions of this act. I have inserted in the Record from time 
io time a good deal of material which is pertinent to this act which 
my constituents feel strongly about. I think I should add that I share 
their views. 

I strongly support our program of economic development in the 
countries of the Near East. The way to promote peace, democratic 
procedures and democratic institutions is to lift living standards. I 
will not try to review what has been done in the Near East in recent 
years. This would be unnecessary here, for the members of this 
committee are themselves largely responsible for this program and 
are far more familiar with it than I am. 

I would like, however, to express appreciation to you, Mr. Chairman, 
and the others of this committee for the highly constructive contribu- 
tion that you have made to our foreign policy by these programs for 
the development and the strengthening of the economies of the coun- 
tries of this region. 

It is my understanding that these programs have been helpful to 
both Israel and to some of the Arab countries that wanted our help. 
I note, for example, that the development assistance program in 
Israel has been going down. It was $73 million in fiscal year 1953, 
‘93 million in fiseal year 1954, and $40 million in the current fiscal 
year. And, I am informed that in the new program, the amount will 
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be even less. I assume that these cuts reflect progress and are based 
on the premise that Israel has been getting stronger. But I ask, 
Mr. Chairman, whether we are cutting this program down too rapidly. 
All of us are pleased that Israel has been able to reduce its imports 
and to expand its exports. We would like to see that steady progress 
toward economic independence continue and I hope that nothing will 
be done in the current program, either by the administration or by this 
committee to reduce the amount of our assistance to Israel and thus 
arrest the pace of that progress. It seems to me that it would be most 
wasteful if a drastic reduction in our aid program should slow down 
progress and thus prolong the period of Israel’s dependence on outside 
assistance. 

Mr. Chairman, I am deeply concerned about the military assistance 
program in the Near East. It is, I believe, a mistake to send arms 
to any of these countries in the Near East in advance of a real Arab- 
Israel peace. I have been told that the supply of arms is limited to 
Iraq, and it has been argued that Iraq does not have a common frontier 
with Israel. Mr. Stassen testified before the Senate For eign Relations 
Committee that we are not giving arms either to Israel or to the states 
which border on Israel. 

While this reassurance is welcome, I am still troubled. It is true 

that Iraq has no common frontier with Israel. But that did not 
yrevent Iraq from sending its troops into Israel to try to prevent 
ws establishment in 1948. Iraq has close and friendly relations 
with Jordan. There is nothing to prevent Iraq from sending troops 
and military equipment either through Jordan or Syria to be used 
against Israel. It is a well-known fact that Iraq would like to enlarge 
its territory to include both Syria and Jordan. Moreover, the British 
have always sent arms to Jordan and are continuing to do so, I am 
not an alarmist and I don’t suggest that Iraq is going to use our arms 
against Israel in a renewal of fighting tomorrow or next week. But 
no one can deny that Iraq maintains a state of war against Israel, 
that it is a leader in the Arab campaign against Israel, and that, 
even though there may not be any fighting between Traq and Israel 
at the moment, Ir aq continually mobilizes its ener gies and the energies 
of its sister Arab States to intensify the boycott and blockade of Israel. 
She is so bitterly hostile to Israel that she has never to this day signed 
an armistice agreement with her. An example of Iraq’s position 
occurred at the recent Bandung Conference when the Iraqi spokes- 
man denounced Israel in bitter terms, and the Arab bloc, with the 
collaboration of Communist China’s Chou En-Lai, put through a 
resolution endorsing the Arab position in the Arab-Israel conilict. 
This maneuver succeeded after the Arab States arranged to have 
Israel excluded from the conference and thus denied her the oppor- 
tunity to respond to the Arab attack. 

The purpose of our arms shipments to the Arabs is stated in the 
Tripartite Declaration of May 25, 1950, between the United King- 
dom, France, and the United States, and which presently guides our 
policy in the Near East. In this declaration the three nations ex 
pressed their recognition that the Arab States and Israel all ied 
to maintain a certain level of armed forces to insure their internal 

security and their self-defense and the defense of the area as a whole. 
Yet we have refused Israel’s request for United States military aid 
under the Mutual Security Act on the theory that she is in a position 
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to purchase the arms she needs, even though President Eisenhower 
stated in his December 31, 1954, report on the mutual security pro- 
gram that: 

Despite its growing achievements, Israel continues to face a troublesome 
financial situation. Its trade deficit of over $200 million and external debt 
of over $400 million make it most difficult for it to pay from its own resources 
for the essential commodities and capital items needed to sustain an adequate 
rate of development. * * * 

This we have done, despite continued hostilities between the Arab 
States and Israel; despite the fact that King Saud, of Saudi Arabia, 
has proclaimed Israel to be a “cancer on the body of the Arab world” 
which must be cut out. Similar statements have been made by other 
authoritative Arab leaders. This we have done despite the fact that 
in defiance of the United Nations, Egypt keeps the Suez Canal closed 
to shipping to and from Israel; despite the fact that the Palestine 
war ended without either an accepted settlement or a genuine peace ; 
and despite the fact that the Arab countries and Israel are still tech- 
nically in a state of war, with the Arab countries eager for a second 
round. 

I stated that I favored economic aid to the Arab peoples—I do. 
Yet, I do wish to call this committee’s attention to the fact that the 
Department of State held back the entire economic aid program in 
Kgypt so long as there was no agreement between Egypt and the 
British on the Suez Canal. Mr. Stassen so testified before the Sen- 
ate committee during the hearings on this legislation. But immedi- 
ately after the Anglo-Egyptian agreement was signed, we went for- 
ward with a very large program of economic aid to Egypt and we 


also offered Egypt military aid. It seems to me that we threw away 
a real opportunity to promote an Arab-Israel peace at that time. We 
might have insisted, as part of the Suez agreement, that Egypt call 
off its blockade of the Suez Canal—a blockade which affects all ship- 
ping to and from Israel, including American tankers. Last fall, after 
the Egyptians got what they wanted, both the Anglo-Egyptian agree- 
ment and a ae oe of some $40 million of economic aid, they still 


carried on the blockade of the Suez. They seized an Israeli ship. 
They still hold it. They have defied a U. N. Security Council resolu- 
tion ordering them to call off this blockade. 

Mr. Chairman, I do not propose here to try to go into an extended 
discussion of all the rights and wrongs of the Arab-Israel conflict. 
I don’t think that anything is gained by trying to fix the blame on a 
day-to-day basis. I think there is blame on both sides. But the cen- 
tral fact is that the Arab States are still at war with Israel. It is the 
Arabs who refuse to negotiate with Israel or recognize her existence. 
So long as that situation continues, I think it is a blunder to send mili- 
tary aid to any one of the Arab States. I am firmly convinced that 
our policy will neither strengthen our defenses in the area nor will it 
win us friends. On the contrary, I have felt that the program will 
weaken our defenses, because it will make peace more difficult to attain. 
Instead, it is a blow at peace, for we encourage the Arabs to believe 
that they can get what they want from us without making any conces- 
sions to a peaceful settlement. From such a policy they are bound 
to infer that we are indifferent to the conflict, and that our attitude to- 
ward Israel has cooled. It will certainly tend to weaken Israel, the 
one country in the Near East which is firmly alined with the West. 
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Our arms.pregram in the Near East calls for the closest scrutiny. 
It seems evident that the current program will make little appreciable 
difference in strengthening the region against Communist aggression. 
If I thought that the shipment of arms to Iraq was vital for our de- 
fense, I would not appear here. I believe that the shipment of arms to 
one side, in advance of peace, keeps the Arab-Israel conflict going and 
postpones the attainment of peace, which is an indispensable prereg- 
uisite to effective defense in the region. There is danger that once 
the Arab States secure arms from us, they will not feel that any con- 
cessions to peace are required as a condition of their acceptance in 
the free world partnership. Past experience invests that principle 
with substance. Iraq’s record indicates that she cannot be hed upon 
to play an effective part in any war on the side of the West. Iraq was 
the one country in the Middle East that went over to the side of the 
Nazis in 1941. As for the rest, they remained on the sidelines waiting 
to see who was going to win before they entered the war in 1945. — Ac- 
cordingly, I see little to be gained in pouring arms into this area. In 
fact, should the Arab States be encouraged to renew this conflict, this 
would play into the hands of the Soviet Union which would exploit 
any new outbreak of hostilities. 

I believe that the giving of arms without requiring that there be 
some substantial progress towards a real and lasting peace between 
Israel and the Arab States as a condition of our support would be 
failing to utilize one of the few remaining instruments for peace at 
our disposal. I believe that we will experience what the British 
learned to their bitter disappointment-—that the gift of assistance and 
weapons did not necessarily win them friendship. 

The people living in Israel must be gravely concerned about our 
policy. We promoted the recent Turkish-Iraqi agreement. It is 
open to all countries recognized by the two countries, that is, anyone 
‘an join except Israel. While we have not joined, we are arming both: 
the contracting parties. The British have joined and have also reached 
agreements with Egypt and Jordan. Israel is the only country in the 
area which has no defense agreement with anyone. It is ringed b) 
hostile states and is completely isolated, for, in a crisis, it can count on 
support from no one. 

I believe that we should be taking measures to meet this serious 
problem. We have insisted that our policy is one of impartiality. 
But it is not impartiality to give arms to Iraq and to deny them to 
Israel which requested them as far back as 1952. This is clear dis- 
crimination, it seems to me, which must lead inevitably to an arms 
race, imposing disastrous burdens on the people of these countries an 
crippling economic development. 

I hope that the administration will take another look at our policy 
in the Near East. If we cannot discontinue our arms shipments to 
Iraq, then at least before we make any future a ly I believe that 
we should find some kind of formula for including Israel in our 


defense system, perhaps by negotiation of defense treaties with Israel 
and those Arab States which may want to be alined with the West. 
These treaties should provide that any armed aggression in this area 
will result in immediate active United States military support to the 
invaded country. I believe that it is only when both sides understand 
that the United States will not tolerate any further aggression by 
either side, that the issues may be resolved and a peaceful settlement 
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of the tensions now existing in the Near and Middle East may be made. 
This has become all the more urgent, in my view, because our ally, 
England, has already entered into formal treaties with a number of 
Arab countries—Iraq, Egypt, and Jordan—and has not entered into 
any corresponding arrangement with Israel. 

Mr. Chairman, I shall vote for the mutual security program and I 
hope that this committee will report it out without substantial reduc- 
tions. Lalso hope that the committee can find the proper amendments 
to assure the lessening of tensions in the Middle and Near East and the 
elimination of any future arms shipments to the countries of that area 
until permanent peace compacts have been negotiated. 

Thank you very much, Mr. Chairman. 

Chairman Ricnarps. Thank you, Mr. Roosevelt. Are there any 
questions? Thank you very much. We appreciate your coming 
before us. 

The next witness is Mr. Norman S. Paul, Deputy Director for Con- 
gressional Relations, Foreign Operations Administration. 


STATEMENT OF NORMAN S. PAUL, DEPUTY DIRECTOR FOR CON- 
GRESSIONAL RELATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION 


Mr. Pau. Mr. Chairman, this afternoon we are scheduled to start 
the nonregional programs under the Mutual Security Act. This is a 
series of various types of programs, including contributions to the 
United Nations agencies, United Nations technical assistance pro- 
gram, the United Nations children’s fund, and the United Nations 
refugee program. 

Also, within this general category we have the United States escapee 
program, the United States contribution to the Inter-governmental 
Committee for European Migration, and the program for meeting the 
ocean freight costs for shipments of surplus agricultural commodities 
and other types of commodities that move through voluntary agencies, 
and the whole range of nonregional programs. 

If I may, Mr. Chairman, we have a number of witnesses who would 
be scheduled to speak on each of these. I might first say that all the 
executive branch witnesses, Mr. Chairman, are officially dead today. 
We are the expendables in Operation Alert. 

Chairman RicHarps. How do you get dead ? 

Mr. Paut. We were dead at 12: 06 p. m. 

Mr. Vorys. Congress joins you. 

Mr. Paut. I would like to introduce the late Mr. Christopher Phil- 
lips, Deputy Assistant Secretary for International Affairs, Depart- 
ment of State. 

Chairman Ricwarps. He is a pretty live looking corpse. 

Mr. Pau. He will describe the United Nations technical-assist- 
ance program, which you will find, if vou wish to refer to it, on page 
051 of the large blue book. 

_Mrs. Botron. I am wondering if the committee knows Mr. Phil- 
lips’ background. His family has been for several generations in the 
service of the United States. He himself has had quite a long public 
service, not the least of which was an outstanding service in the Mas- 
suchusetts legislature. A man of exceptional capacity, he has had the 
best training available for the work he has been asked to do, and is 
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making an outstanding current contribution. I would like to welcome 
him to this committee and I am anticipating his testimony. 

Chairman Ricuarps. I appreciate the gentlewoman’s calling that 
to our attention. 


STATEMENT OF CHRISTOPHER PHILLIPS, DEPUTY ASSISTANT 
SECRETARY FOR INTERNATIONAL ORGANIZATION AFFAIRS, 
DEPARTMENT OF STATE 


Mr. Puriuies. Mr. Chairman, I would like to say at the outset that 
I appreciate the very kind words from Mrs, Bolton, especially since 
I do not come from Ohio. It is particularly gratifying to receive this 
little eulogy inasmuch, as has been stated, I am officially dead. Thank 
you very much. 

Mr. Chairman, as Mr. Paul has stated, we propose to take up first 
the three United Nations, the so-called, voluntary programs. I will 
appear as the witness on the United Nations technical-assistance pro- 
gram. I will then introduce Dr. Martha Eliot, who will speak in be- 
half of the United Nations children’s fund, and finally I will conclude 
by providing testimony on behalf of the United Nations refugee fund. 
If that is agreeable, we will proceed in that order. 

Speaking now, Mr. Chairman, on the United Nations expanded pro- 
gram of technic al assistance, I should like to submit for the record a 
rather detailed statement, and then proceed to give a brief oral sum- 
mary of that statement. 

Chairman RicHarps. Without objection, Mr. Phillips’ prepared 
remarks will be inserted in the record at this point. 

(The material referred to is as follows :) 


UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Pending before this committee is a request for authorization of $24 million 
out of fiscal year 1956 appropriations as the United States contribution to the 
United Nations expanded program of technical assistance. 

This amount would provide $8.5 million as a United States contribution for 
the second half of calendar year 1955 and $15.5 million as the United States con- 
tribution for the full calendar year 1956. 

President Eisenhower has made the following statements as an expression of 
the policy of this Government. As the 84th Congress opened, he declared in 
his message on the state of the Union: “We must facilitate the flow of capital 
and continue technical assistance both directly and through the United Nations.” 
In his later message on foreign economic policy, he said: 

“The United States has a vast store of practical and scientific know-how that 
is needed in the underdeveloped areas of the world. The United States has 
a responsibility to make it available. Its flow for peaceful purposes must remain 
unfettered. 

“United States participation in technical cooperation programs should be 

carried forward. These programs should be concerned with know-how rather 

than large funds * * * IT shall recommend that the Congress make available the 
funds required to support the multilateral technical cooperation programs of the 
United Nations. The bilateral programs of the United States should be pressed 
vigorously.” 

In his budget message for the fiscal year ending June 30, 1956, the President 
said: 

“In addition to these bilateral efforts, we have contributed to meeting the total 
cost of the United Nations technical assistance program, for which experts and 
financial contributions come from many nations. I am proposing new obliga- 
tional authority to cover the total proposed contributions of the United States to 
this program for both calendar years 1955 and 1956.” 
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The United Nations operates this program on a calendar-year basis. In order 
to have funds available for the program, the United Nations each November 
holds a pledging conference at which governments contributing funds to the 
program are asked to announce their pledges for the following calendar year. : 

The objective of the meeting is to determine how much money will be avail- 
able for the full calendar year which follows, in order that program operations 
may be planned on a solid financial basis. 

‘\this is a sound and business-like procedure, particularly in view of the fact 
that field projects can neither be started nor stopped economically on short 
notice. 

At the beginning of the program, the Congress made funds available for the 
forthcoming calendar year, and the United States delegation was in a position 
to make a firm pledge for the full calendar year, since the necessary funds had 
already been appropriated. 

For calendar years 1953 and 1954, however, the United States was in the 
position of pledging subject to congressional approval, since funds which had 
been appropriated on a fiscal-year basis were not sufficient to maintain the 
previous level of United States contribution for the respective calendar years. 

With regard to calendar year 1955, the Mutual Security Appropriation Act for 
1955 included the stipulation “that no commitment for the calendar year 1955 
or thereafter shall be pledged on behalf of the United States until the Congress 
appropriates for said purpose.” 

In accordance with this stipulation no pledge was made by the United States 
delegation at the United Nations Pledging Conference for calendar year 1955 
which was held in New York on November 26, 1954. 

In April 1955 the Congress in the Second Supplemental Appropriation Act, 
1955, approved $6.5 million as a United States contribution to the United Na- 
tions technical assistance program for the period ending June 30, 1955 (Public 
Law 24, 84th Cong., approved April 22, 1955). 

The fact that the level of United States support for calendar year 1955 is still 
unknown has made operations for this year extremely difficult and long-range 
planning almost impossible. 

To avoid a repetition of this situation, which precludes intelligent advance 
planning, it is proposed that funds be authorized and appropriated at this time 
for all of calendar year 1956 as well as for the second half of calendar year 
195. 

This would make possible the practical benefits afforded by the fall pledging 
procedure and enable the United Nations technical assistance program to have 
a sound financial base for 1956. 

The $8.5 million proposed as a United States contribution for the second half 
of 1955 would bring the total United States contribution for the year to $15 
million or approximately 53.6 percent of total funds pledged for the year. 

Sixty-four other governments have pledged a total of approximately $13 mil- 
lion to the program for 1955, an average increase of about 15 percent over their 
pledges for 1954. 

The amount of $15.5 million proposed as the United States contribution for 
calendar year 1956 would provide an increase of $500,000 over the level pro- 
posed for calendar year 1955. 

At the same time it is proposed that the United States percentage be reduced 
to 50 percent. If other governments also increase their pledges for 1956 as is 
anticipated, the program could be expanded in order to meet more adequate- 
ly the requests of underdeveloped countries for technical assistance. 

It is proposed that funds authorized and appropriated for a United States 
contribution to the United Nations technical assistance program for calendar 
year 1956 would be pledged in November 1955. 

The total United States contribution would be recorded as an obligation by 
the United States during fiscal year 1956, although the actual disbursement of 
the funds to the United Nations would extend beyond the end of the United 
States fiscal year. 

It is expected, however, that on the basis of previous experience, disburse- 
ment to the United Nations of the entire United States contribution from fiscal 
year 1956 funds would be completed by the end of calendar year 1956. 

In addition to contributions to the central fund, recipient governments make 
Substantial contributions to the local costs of projects. For 1954, these con- 
conan were estimated at $39.8 million, or 61 percent of the total cost of the 
rogram. 

W hen these contributions are taken into account, the United States percentage 
of the total cost of the program for 1954 was approximately 21 percent. 
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Technical assistance projects are very similar to other programs involving long 
lead time. A considerable period of time may elapse before patent results, 
which lend themselves to evaluation and measurement, can be observed. 

The United Nations technical assistance program has been in operation for 
4 years, and it is now possible to report concrete achievements in increasing nun- 
bers throughout the world. Some of these concrete achievements are cited in 
the annex attached. 

The task is inherently a long-term one—to put skill in untrained hands, to 
grow more food for empty stomachs, to increase earning power to fill lean 
purses, to choke off the sources of debilitating diseases, to increase human 
knowledge and understanding, all requires time. 

The economic and social problems at the root of conditions in underdevel- 
oped countries are old and resistant to change. It takes even more time in the 
less-developed countries than in the more advanced countries to train teach- 
ers, doctors, fishermen, farmers, foresters, civil servants, and technicians. This 
is true, despite the desire of governments and peoples to learn. 

Approximately 1,000 experts from 63 countries and territories are employed 
by the United Nations and specialized agencies and are in the field assisting 
underdeveloped countries to solve their most pressing economic problems. 

In addition, it is anticipated that approximately 1,500 fellowships will be 
awarded for training abroad, in connection with technical-assistance projects. 

Our continued support of the United Nations program is important for several 
reasons: 

1. Technical assistance to underdeveloped areas is in our national interest. It 
was established by the 8list Congress as a major instrument of United States 
foreign policy in June 1950, in the act for international development. It was 
reaffirmed by the 83d Congress in the Mutual Security Act of 1954. 

These acts authorized United States contributions to technical assistance pro- 
grams carried out by the United Nations and the Organization of American 
States as one means of carrying out the policy established in the act “* * * to 
aid the efforts of the peoples of economically underdeveloped areas to 
develop their resources and improve their working and living conditions by en- 
couraging the exchange of technical knowledge and skills * * *” 

Both the bilateral and multilateral programs have the same objectives, and 
although they are different means, the ultimate goal is the same. 

2. Our role of leadership in the United Nations will be seriously under- 
mined if we fail to continue our support of the United Nations technical assist- 
ance program. The program was undertaken at United States initiative and 
the United States has exerted a strong influence on the program since its 
inception. 

Our willingness to make substantial financial contributions has been inter- 
preted by other countries of the free world as evidence of our good faith in 
desiring to promote the economic development and well-being of underdeveloped 
countries. It has consequently been an important factor in the cold-war struggle 
in the United Nations. 

3. The U. S. S. R., after ridiculing the program for several years as an instru- 
ment of “United States imperialism,” apparently decided in 1953 that it was 
losing a propaganda advantage because it did not support the program. 

It, therefore, offered 4 million rubles, equivalent to $1 million, to the United 
Nations program, but attached conditions which made its pledge unacceptable. 

These conditions were later removed, and in March 1954, the first U. S. S. R. 
contribution was accepted. The Soviets have since contributed a similar amount 
to the program for 1954 and have offered the same amount for 1955. 

Their satellites are likewise now contributing. Although plans have now been 
approved for the use of about $1.5 million of the Soviet bloc contributions, very 
little of these contributions has been spent to date. 

In the light of Soviet participation, it is particularly important that the United 
States should continue to support the program. 

4. Multilateral programs are less costly to the United States because other 
governments share a part of the cost. In addition, skilled experts are recruited 
from other countries, frequently in fields in which the United States may have 
a shortage. 

5. The multilateral technical assistance program contributes to tying together 
and strengthening the free world through concrete, constructive, and fully ¢o- 
operative activities. 

6. Multilateral technical assistance in some fields is sometimes more acceptable 
politically to underdeveloped countries than bilateral assistance. Since the ob- 
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jective of the United Nations technical assistance program is to assist countries 
which are economically underdeveloped and therefore unable to pay the full cost 
of the assistance they need, it was necessary for so-called “developed” countries to 
pear the largest share of the internationally financed portion of the cost of the 
program when it was first established in 1950. This is still true. 4: 

However, by 1954 conditions had changed to the extent that the United States 
could begin to reduce the percentage of its contribution in relation to those of 
other contributing governments. 

The financial situation of other “developed” countries participating in the pro- 
gram has improved in recent years and other governments have increased their 
pledges from $8 million in 1950-51 to approximately $18 million for 1955. 

Coordination between United Nations and United States technical assistance 
programs has been successfully developed at both headquarters and in the field. 
Duplication of activity has virtually been eliminated. 

Field coordination continues to be the mainstay of the coordination process : 
(a) It is in the field that the recipient government’s responsibility for coordi- 
nation can be made effective; (b) in the field local knowledge is brought to bear 
on coordination problems ; (¢) in the field the coordination process can take place 
at early planning stages. 

There is close collaboration between the recipient country, United Nations mis- 
sion and the United States operations mission in each country both at the plan- 
ning and operating stages of technical assistance projects. 

This coordination has resulted in a good understanding of mutual problems 
resulting not only in virtual elimination of duplication but also in planning for 
effective use of all resources. Coordination arrangements are flexible and adopted 
to local conditions. 

Typical schemes involve a formal or informal committee structure consisting 
of representatives of the two programs and frequently including representatives 
of the recipient governments ; common staff meetings held from time to time; and 
continuous interchange of information through exchange of papers and personal 
relationships. 

In the countries in which the United Nations is furnishing the largest amount 
of aid, resident representatives have been appointed as coordinating officers, to 
insure contact with both the host government and the United States mission. 
Resident representatives do not have line authority over the technical activity 
being carried out by the various United Nations agencies: but their responsibili- 
ties for coordination and overall planning have improved relationships in coun- 
tries where they have been designated. The small size of the United Nations 
program precludes the designation of resident representatives in all of the coun- 
tries receiving technical assistance. 

Under terms of a general-assembly resolution approved November 26, 1954, 
the resident representative should have a more positive part in the development 
of the annual program within each of the host countries: and his relationship 
With the various United Nations participating agencies is considerably Clarified. 

However, greater emphasis will be placed upon a comprehensive country eco- 
nomic develonment program in which bilateral and multilateral technical assist- 
ance will each provide appropriate technical help in accordance with the host 
country’s plans and in accordance with their respective competences. 

Headquarters coordination, between Washington and New York or other 
United Nations agency headquarters cities, involves: (a) frequent ad hoe con- 
sultation visitation by officials and experts on the way to and from field assign- 
ments: and (b) exchange of program papers and reports. 

Continued adequate support for this cooperative international enterprise is 
in important part of United States foreign policy. Authorization of the amount 
requested, $24 million, as the United States contribution for the period July 1, 
lah, to December 31, 1956, will make possible the continuation of the United 
Nations technical assistance program at a level which will permit a more effective 
lneeting of the most pressing technical assistance needs of underdeveloped 


countries, 
Univep Nations EXPANDED P 20GRAM OF TECHNICAL ASSISTANCE ACCOMPLISHMENTS 


Uthiopia—Food and agriculture organization (FAO) 


) oo ) sent Carl M. Anderson, a British hides and skins expert from Tanganyika, 
0 Ethiopia to advise the Government on how to improve the country’s hides and 


skins industry, 
Million goats. 
are 


Ethiopia has abont 19 million cattle, 18 million sheep, and 13 
Hides and skins rank second in Ethiopia’s export trade and thus 
an important source of national income. 
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Anderson was able to demonstrate new methods and tools in butchering, cur. 
ing, and tanning. He introduced a new type of flaying knife without sharp points 
so that flayers do not gash so many skins as formerly. He taught the importance 
of hanging hides up to dry or stretching them on drying frames instead of laying 
them out on the ground. He shortened the delay between flaying and curing go 
that hides and skins do not have time to putrefy while awaiting processing. He 
also helped to formulate legislation which will regulate the handling of hides 
and skins in the future. 

Anderson has trained two young Ethiopians to carry on the work he has started. 
On his recommendation, one of the men was given an FAO fellowship to study 
ieather chemistry in the United Kingdom for a year. 

Iraq—F AO 

In Iraq, an FAO farm-machinery specialist has trained operators and me- 
chanics of agricultural machinery imported by the Government. More than 100 
Iraqis were trained in 1953. An expert on small implements is cooperating 
with the United States bilateral program for the introduction of small tools such 


as scythes and plows. Local blacksmiths are turning out tools according to the 
expert’s design. 


Pakistan—F AO 


Too much or too little water lessens agricultural production in many areas of 
the world. In East Pakistan, in an area suitable for the production of rice, jute, 
sugarcane and other crops, FAO has been assisting the Government for several 
years in the development of a drainage and irrigation system. A gravity drain- 
age system is contemplated to remove monsoon floodwaters, together with irriga- 
tion by pumping from the Ganges River during the dry growing season. To assist 
in carrying out the plan, the United States bilateral program will furnish exca- 
vation equipment, pumps, and flow regulators. Under the Colombo plan, the 
Canadian Government will furnish a steam powerplant for the pumps. 

Far East—FAO 

The International Rice Commission was organized under FAO auspices as a 
part of its regular, permanent program in 1949, and by now it has some 13 Far 
Eastern countries working together as never before on programs of rice improve- 
ment. United States rice breeders are also actively associated in this work. 
Rice breeders, soil experts, and others who hardly ever met or knew or talked to 
each other now serve on the same committees, plan and carry out cooperative 
projects, and freely exchange information that they formerly kept to themselves— 
if they had it at all. 

About 50 years ago, according to a recent report, the average yield of unhusked 
rice in Japan was 1.8 tons per hectare. Today it is almost double that—33 
tons per hectare. To a very considerable extent this remarkable advance was 
due to the use of fertilizers, which have hardy been used at all elsewhere in 
the Far East. But the Japanese found that fertilizers did little or no good 
until they developed varieties of rice capable of making good use of them 
That is essentially what is being done now for a large group of countries 
in the Rice Commission hybridization project. But back of it is the more 
basic achievement of developing international cooperation and strengthening 
national services to deal with such problems. 

The work of the Rice Commission is at present concentrated mainly on 
breeding and fertilizers. India generously made the facilities of its Central 
Rice Research Institute at Cuttack available for a breeding program in which 
the japonica and indica types are being crossed to produce hybrids: and tle 
station has also been used for an international training seminar. The former 
head of the station, Dr. K. Ramiah, is now on the FAO staff as liaison officer 
for the whole breeding program. Several thousand hybrids have been distributed 
to cooperating countries for testing and selection. The expanded program lias 
made it possible for FAO to provide training fellowships and technical supe! 
vision for the entire project. 

Cattle and poultry disease control.—FAO teams in the Far East have sit 
ceeded in bringing rinderpest under control—this is a disease that prior to 16 
claimed as many as 2 million cattle annually. Vaccines which insure immunily 
for 2 years are now available at 2 cents a shot—where previously they cos 
$1 a dose. 

In Thailand the disease has been greatly controlled—a few years ago the 
country had lacked a sufficient supply of beef for its own people, but now wit! 
a healthy stock of cattle, Thailand is even able to export meat to Hong Kong 
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Progress is being made against rinderpest in Burma, Afghanistan, and some 
parts of India, to the point that local consumption of meat has been consistently 
going up. 

. In the poultry field, John High Laneaster, United Kingdom, has developed 
in Thailand an effective vaccine against Newcastle disease in chickens. Its 
use in the Far East has been so successful that Singapore, for example, has 
increased its poultry count 7 times, from 500,000 to 3,500,000 and increased by 
& times its egg production. 

Mass field tests now going on in Asia will determine by the end of this year 
the effectiveness of an important cattle vaccine. It was prepared by two 
Australian technical assistance experts working in Burma a few years ago, 
as protection against a serious cattle killer—hemorrhagic septicemia. 


Colombia—International Labor Organization (ILO) 


Colombia had always had to import the whole of her steel requirements. 
When plans were drawn up to build a steel mill at Paz del Rio, with annual 
production capacity of 200,000 tons, progress was hindered by the lack of trained 
engineers, foremen, and workers. 

ILO was requested to give assistance under its fellowship program. Fellow- 
ships were first awarded to 10 Colombian trainees, who spent 6 months in Chile 
at the Huachipato steel mill. When the Paz del Rio mill opened in Colombia, 
these fellows returned to apply their new skills as foremen and workers, and 
were able to train others. Later, the ILO gave fellowships for four Colombian 
engineers to learn up-to-date techniques in France and Luxembourg (steel 
production at Paz del Rio is modeled on the French system and there are French 
engineers working there). 

Eventually, Colombia will be self-sufficient in steel engineers, foremen, and 
workers. 


Haiti—I Lo 


The machete, a swordlike tool used to harvest sugarcane, bananas, and other 
crops, is the most widely used tool in Haiti’s agricultural economy. Over 
100,000 machetes, it is estimated, are imported by Haiti each year. During 


1954 a team of ILO technical-assistance experts, teaching mechanical trades at 
the J. B. Damier School in Port-au-Prince, began to explore the possibilities of 
producing a locally made machete. Haitian farmes were paying a higher price 
for the imported tools than would be necessary for a native product, and Haiti 
was using up needed foreign exchange in the process. Furthermore, production 
of machetes in Haitian workshops would mean more jobs for skilled local 
workers. 

Sheets of steel were imported from the United States and an inexpensive 
machine from France. Working under the guidance of one of the ILO experts, 
advanced students at the trade school designed a sturdy model machete, with 
a handle of local hardwood. At the beginning of March 1955, the first samples 
were run off by the school and issued to farmers for trial. The verdict was 
“highly satisfactory.” It is hoped that within a few months local industry in 
Haiti will take up the mass production of these basic agricultural implements. 

The trade school also tackled the problem of irrigation. ILO experts Louis 
Darracq, France, designed an experimental model of a simple French-style wind- 
mill, which could effectively pump water to irrigate individual farms. The 
students built it and made successful field trials. To farmers who could not 
afford the $800 or more needed for elaborate pumping machinery, mass pro- 
duction of these windmills would mean effective irrigation at a cost of from 
$60 to $80. 

Important as these innovations are in the everyday life of Haitian farmers, 
they represent only a byproduct of the vital work that the seven-man ILO team 
is undertaking in Port-au-Prince. These experts are playing an important role 
in building the J. B. Damier School into a large-scale training institute—in 
a country where lack of skilled personnel has been a major obstacle to develop- 
ment. 

India—ILO 


ILO’s “training within industry” methods in India show the following ac- 
complishments: 

1. Training time in the country’s biggest telephone factory has been cut 
by almost half as a result of courses for supervisors in job-instruction methods. 

2. An electrical cable company has reported that hand burns in a particular 
process have been eliminated after job breakdown methods were introduced. 
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3. Workers in a textile mill expressed a desire to stay in after working hours 


to learn their job better, after ILO job instruction courses for supervisors had 
shown results. 


Israel—ILO 


Israel, where consumer goods have been in critically short supply, sought as- 
sistance from the ILO to increase its productivity. Substantial efforts had 
already been taken in the country; an outside expert Was needed to tie together 
various existing agencies and supply new perspective and impetus. The first 
ILO expert arrived in February 1952. 

In the diamond industry, work study and measurement were applied to the 
making of diamond dies for wiredrawing. Production of these dies was increased 
by 25 percent; later studies resulted in a further increase. 

In the railway workshops, where only 1 locomotive was being overhauled a 
month, an average of 1.6 overhauled locomotives a month was needed for top 
efficiency. Investigation showed that with essentially the same equipment and 
manpower, the workshops could actually overhaul 2.4 locomotives per month. 
A beginning was made on the boiler reconditioning department, improvements 
in arrangement and work planning were introduced, a system of payment by 
results was instituted, and in the first month productivity increased by 30 
percent. 

In a refrigerator assembly plant, improved methods of work arrangement and 
scheduling were introduced. Productivity was raised by almost 75 percent. 

It soon became apparent that the staff of the existing Productivity Institute 
was too small to continue to provide a direct consulting service for individual 
enterprises, which number hundreds. 

At the recommendation of the ILO adviser, the board of directors accepted a 
plan to concentrate on training programs. The staff of the institute participated 
in several intensive training programs, conducted by the expert, to prepare them 
as trainers. 

The next step was to provide training for personnel from factories wishing 
to increase their productivity ; S-week courses have already been conducted in 
the following fields: metal fabrication, chemicals, ceramics, textiles, food 
processing, laundries, and dry-cleaning shops. 

The success of the courses has exceeded all expectations. While the 5-week 
projects were intended for training purposes, most of the results were practicable 
and usable. Increases in productivity ranged from 20 percent to as high as sev- 
eral hundred percent. 

Some results were startling. For example, after the building of a simple 
gravity chute, only 1 hour a day was required to keep a group of glassworkers 
supplied with work where previously a service worker had spent 8 hours doing 
the same thing. 


Bolivia—United Nations Educational, Scientific, and Cultural Organization 
(UNESCO) 

UNESCO sent two experts in education to Bolivia in 1952, who have helped 
the Government set up a model school in which new methods have made an im- 
pact on the teaching profession and public opinion throughout the country. The 
experts worked out with their Bolivian colleagues new techniques in the teaching 
of reading and writing—getting away from traditional routines, and placing 
emphasis on arousing the interest and initiative of the children. 

The experts also assisted in the establishment of parents’ associations: this 
was a means of securing the active interest of the children’s parents in the new 
methods. At the end of the first school year, the number of pupils passing the 
examination was extremely high; previously the low proportion of successful 
students had been a serious problem. 

The two experts also helped to organize vacation courses for teachers. More 
than 2,000 Bolivian teachers have attended these and have learned how the new 
approach can be applied in their own schools and improve their own work. 
lraq—UNESCO 

In May 1954 Iraq requested UNESCO to assist in establishing a faculty of 
science within the University College, Baghdad. There were required an inte- 
grated science course on the university level, research facilities, and installation 
and equipment of laboratories. 

The UNESCO experts have demonstrated teaching and laboratory methods, 
sat in with faculty and administrative committees on curriculum improve- 
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ment and laboratory organization, and assisted both in the recruitment of 
foreign professors and in the training of local staff. 

As a result of UNESCO’s work, the chemistry department was raised from 
5 to 11 posts; and the physics department, which had started with almost 
nothing, had 3 years later 9 professors, assistants, and demonstrators working 
full time. 

When the experts completed their assignments, they left behind them a faculty 
of science with well-equipped laboratories and curricula leading at least to 
the bachelor of science degree. As a result of their work, teaching has become 
more concrete and practical, and great impetus has been given to scientific 
studies in Iraq. 

Colombia—U NESCO 

The Government of Colombia has undertaken a large-scale campaign to give 
basic education to the thousands of people isolated in out-of-the-way rural com- 
munities. They have distributed radio receivers to some 6,000 to 7,000 groups 
of rural dwellers who gather together in each village to hear broadcasts on 
such varied subjects as reading, writing, hygiene, crop cultivation, and care of 
livestock. After the broadcasts are concluded, the groups discuss the lessons 
learned, with the help of illustrated material also distributed to the Government. 

Two years ago, when the plan first got underway, UNESCO's technical heip 
was requested, under the Expanded Program of Technical Assistance. <A fellow- 
ship was first awarded by UNESCO to a Colombian national to study program- 
planning techniques abroad; he returned to be assistant to the director of the 
broadcasting plan. Now, three UNESCO experts are in Colombia working on 
the planning of the contents of the broadcasts, and on the production of appro- 
priate textbooks for use by the study groups after the broadcasts end. 


Formosa—World Health Organization (WHO) 


In Formosa, in 1952, it was estimated that 10 percent of the population was 
affected annually by malaria. In that year, the WHO, using technical-assistance 
funds, sent an international team to Formosa. The Government designated a 
team of counterpart personnel who could learn and profit from the international 
experts. 

The greater part of the supplies and equipment was provided by the United 
States Foreign Operations Administration. In 1952 the houses of 156,000 people 
were sprayed with DDT. Ten times that population were protected in the 
next year. Teams were organized for mopping up and surveillance on the cam- 
paign’s progress, 

By 1954 all of the malarious areas of Formosa were included in the program 
with the aim of protecting the total population at risk, 


almost 5.5 million, 
from this disease. 


By October 1953 only 0.2 percent of the infants in the sprayed 
area had the disease as compared with 10 percent the year before, a fiftyfold 
reduction. 

By the end of 1954 there were 180 trained supervisors, 870 trained foremen, 
and 3,490 trained operators. Every township now is self-sufficient in its malaria- 
control operations. The work has entered its consolidation phase and one can 
foresee the end of malaria transmission in Formosa. The WHO, using tech- 
nical-assistance funds, provided administration, impetus, and technical direction 
to this entire campaign with a staff of only three professional employees. 
Indonesia—WHO 


One of the first projects to get underway in Indonesia, and the first project 
to be started there by the WHO under the expanded technical-assistance pro- 
gram, Was a Campaign to control malaria. The project was put into operation 
in the Tjilitjap area—centering in a humid coastal zone of some 59 square miles 
With 80,109 people In this area the WHO team began the job of directing DDT 
spraying against malaria mosquitoes early in 1952. 

The area then covered was expanded in 1953 to include a total of 77 square 
liiles with a population of 110,294, and this year the team is operating in an 


even larger area, 146 square miles, with a population of 193,209 under direct 
protection. 


The DDT is sprayed inside the houses, on walls, roofs, and underneath furni- 
ture to make every part of the house which could be used by mosquitoes as a 
resting place dangerous to them. 


The 3 experts now in Indonesia pool the experience of 3 countries in fighting 
malaria—Greece, India, and Italy. 


63245—55——__28 





MUTUAL SECURITY ACT OF 1955 


In Surabaya area of East Java, where 18 out of every 100 babies were con- 
tracting malaria before they were a year old. no child of that age was found with 
the disease following a 2-year-control program. 


Haiti—WHO 


In 1950 a third of the inhabitants in rural areas of Haiti were affected by yaws, 
Since inception of a joint WHO-UNICEF eradication campaign, prevalence of 
yaws in these areas has decreased to not more than 0.5 percent. 


El Salvador—WHO 


Until 1950 in an agricultural area of the San Andres Valley of El Salvador 
malaria, gastrointestinal infections, tuberculosis, and malnutrition were major 
health problems. WHO, ILO, FAO, and UNESCO have cooperated in setting up 
a health-demonstration area in the valley, combining health services with im- 
provement projects in agriculture, education, ete. 

Full health services are now available to two-thirds of the population of 100,000 
and limited service to the other third. 

These services include health units, clinics, maternal and child-health care, 
school hygiene, control of communicable diseases, and the development of sanita- 
tion. National personnel are being trained in the area and elsewhere and will 
eventually take over the entire responsibility for the program. 


Afghanistan—WHO 

In Afghanistan, until recently, about 2 million of the 12 million population 
were exposed to malaria. A WHO team of demonstration experts started opera- 
tions in the Kunduz-Khanabad district in 1950, studying the carriers responsible, 
and introduced DDT spraying; about 110,000 people were protected. 

After noting these results, the Government began expansion of malaria control 
in 1952 with the help of UNICEF equipment and WHO advice. 

Up to now about 1,200,000 people have been protected ; by the end of 1956 it is 
estimated that all people in malarious areas will be protected. 


Costa Rica—U. N. Technical Assistance Administration 

In Costa Rica an Advanced School of Public Administration was established 
as a U. N. technical assistance project in early 1954. In December 1954 the first 
course was completed with the graduation of 27 public officials from the 5 Cen- 
tral American countries. 


Ceylon—U. N. Technical Assistance Administration 


An expert on low-cost housing spent a year in Ceylon for the United Nations. 
He introduced the techniques of using rammed and stabilized earth as a major 
low-cost housing material. 

Specimen houses were built as demonstrations in many towns and villages 
throughout the country. Rammed earth methods are being used, not only on 
Government building projects but on private housing developments. 

In January 1955 the construction of 25 houses by a contractor for a private 
undertaking was begun. He conducted a training course for 50 works super- 
visors and directed the studies of 2 U. N. Fellows from Burma and Indonesia, 
whom the UNTAA had recruited and sent to Ceylon especially to observe his 
methods. 


Jordan—wU. N. Technical Assistance Administration 

In 1952, a port construction expert began work in Jordan to advise the Gov- 
ernment on the commercial development of the port of Aqaba on the Red Sea. 
The expert brought about the organization of the Aqaba Port Authority ; he also 
promoted the building up and equipping of the port to handle an increased cargo 
traffic. 

As the result of his efforts, the following results have been achieved: (1) port 
traffic has doubled, from 50,000 tons in 1952 to 100,000 in 1954; (2) the number 
of regular steamship lines calling at Aqaba has been increased from 1 in 1952 
to 3 in 1954; (3) the port budget has been balanced with revenues derived 
from the introduction of a judicious scale of port dues. 


Indonesia—International Civil Aviation Organization (ICAO) 


The Republic of Indonesia is made up of some 3,000 islands, and the greatest 
distance from west to east is more than 2,000 miles. The economic potential of 
the country will depend to a great extent on the strength of the transport link 
between these islands—and therefore on the efficiency of the Indonesian airlines. 

In 1952, the Indonesian Government asked the International Civil Aviation 
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Organization to help them train Indonesians to establish airfields, to form ground 
crews, and to service the planes. 

The Government has spent millions of rupiah since then, much of it going into 
the building of a complete aviation training center 22 miles from the capital 
city. In turn, ICAO has spent $700,000 since 1952 supplying an international 
team that has averaged 10 experts a year and equipment for demonstration 
purposes. This is ICAO’s largest technical assistance project. 

The eagerness of the Indonesians to take part in the development of aviation 
has contributed to the popularity of the ICAO project. On one occasion, the 
airfield at Tjurug was visited by 50 boys from 5 to 15 years of age, who had 
walked 11 miles in the hot sun just to see an airplane, and who would walk 
another 11 miles to get home again. 

The aviation students themselves are all in their early twenties and have had 
12 years of schooling. None had ever been in a plane before coming to the 
school. Nevertheless, the first pilot-trainees graduated from the elementary 
stage of training with averages running from 82 percent to 92 percent. 

Delay in completing the construction of the training center and in getting the 
necessary equipment for the classes has slowed down the training process, but 
there are now 300 students attending classes. 

The plan is to graduate 50 licensed copilots each year—to receive pilot train- 
ing on the job—and to graduate an average of 20 radiomen and 30 trained 
mechanics during each 12- to 18-month period, so that Indonesia’s immediate 
and pressing needs can be met. 


Mr. Pumas. Mr. Chairman, I would like to bring to the attention 
of the committee an attachment which accompanies the statement I 
am submitting for the record. It contains a series of interesting 
illustrations of the kind of work that has been carried on under the 
United Nations program for a number of years. 

I am happy to have the opportunity to appear before this committee 
in support of the request for the authorization of $24 million for 
fiscal year 1956, representing the United States contribution to the 
United Nations expanded program of technical assistance. The 
amount requested would provide $8.5 million for the last half of 

calendar year 1955, and $15.5 million for the full calendar year 1956. 

I should like to draw your attention at the outset to the statements 
which the President has made within the last few months on the 
United Nations technical-assistance program. As the 84th Congress 
opened, he stated in his message on the state of the Union: 


We must facilitate the flow of capital and continue technical assistance both 
directly and through the United Nations. 


In his message on foreign economic policy, the President said: 


The United States participation in technieal-cooperation programs should be 
carried forward. These programs should be concerned with know-how rather 
than with large funds. I shall recommend that the Congress make available the 
funds required to support the multilateral technical-assistance program of the 
United States. The bilateral programs of the United States should be pressed 
vigorously. 


And in a third statement the President said, in his budget message 
for the fiscal year ending June 30, 1956: 


In addition to these bilateral efforts we have contributed to meeting the total 
cost of the United Nations technical-assistance program for which experts and 
financial contributions come from many nations. I am proposing new obliga- 
tional authority to cover the total proposed contributions of the United States to 
this program for both calendar years 1955 and 1956. 

For the past several years the United States, as part of its basic 
foreign policy, has been furnishing technical assistance to under- 
developed areas. Our motivation has been both humanitarian and 
enlightened self-interest. We believe that technical assistance can 
best be provided both bilaterally and multilaterally rather than 
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through either channel exclusively. The two programs are comple- 
mentary rather than duplicating or competitive. Through the multi- 
lateral programs existing machinery is utilized to furnish assistance 
to the member countries. We think it is important for underdevel- 
oped countries to be able to go to an international organization of 
which they themselves are members and request assistance, rather 
than have to rely solely on one of the developed countries. 

The United Nations, as you know, operates this program of tech- 

nical assistance on a calendar-year basis. Each November the United 
Nations holds a pledging conference at which governments pledge the 
amounts they will contribute for the ensuing year. This is necessary 
in order that the total resources may be known so that the program 
can operate on a sound financial basis. The United States was not 
able to pledge for 1955 at the pledging conference last November be- 
cause the Congress in the Mutual Security Appropriation Act for 
1955 stipulated that no pledge should be made until funds have been 
appropriated. 

The amount of $6.5 million was appropriated in the Second Sup- 
plemental Appropriation Act in April of this year as the United 
States contribution for the first half of this calendar year. Although 
we have now been able to make a contribution for the first half of this 

calendar year, the total contribution for 1955 is still not known. This 
len field operations extremely difficult and long-range planning 
virtually impossible. 

So, to avoid a repetition of this situation, Mr. Chairman, we are 

requesting authorization and appropriation of the United States 
contribution for the full calendar year 1956, in addition to funds for 
the last half of calendar year 1955. This would permit the United 
States to make a pledge at the pledging conference this coming 
November. If the Congress appropriates funds for the 18-month 
period at this time, we will then expect to request funds on a 12-month 
basis for the fiscal year 1957 and thereafter. 

At this point, Mr. Chairman, I should like to insert for the record 
a letter from Ambassador Henry Cabot Lodge, Jr., to Senator Hay- 
den, which covers this very problem. If that is agreeable, Mr. Chair- 
man, I should like to submit it. 

Chairman Ricwarps. That letter will be inserted in the record at 
this point. 

(The letter referred to is as follows:) 

THE REPRESENTATIVE OF THE UNITED STATES 
oF AMERICA TO THE UNITED NATIONS, 
New York, N. Y., March 29, 1955. 
Hon. CarL HAYDEN, 
Chairman, Senate Appropriations Committee, United States Senate. 

DerAR Mr. CHAIRMAN: At the hearing before the committee on Monday morning, 
I was asked whether I had any suggestions for a solution to the problem 
created by the fact that the United States Government operates on a fiscal-year 
basis, whereas the United Nations operates on a calendar-year basis. 

As I explained on Monday, the operations of United Nations technical assist- 
ance are under the general supervision of the Economic and Social Council. 
The United States representative in the Economic and Social Council at present 
is Mr. Preston Hotckis. 

My connection with United Nations technical assistance is very general, due 
to the fact that I am supposed to coordinate the activities of the United States 


representative in the Economic and Social Council. For this reason I had no 
ready answer. 








MUTUAL SECURITY ACT OF 1955 431 


Since last Monday I have had a chance to consult the precedents in this matter 
and, in particular, to look into the methods used in handling appropriations for 
other voluntary programs which are not under the jurisdiction of my office. 

Upon looking into this matter further, I find that there is precedent which 
suggests a solution of this problem. 

I am informed that the appropriations for the technical- assistance program 
operated under the auspices of the Organization of American States are handled 
on a 6-month lead basis. 

By this I mean that, for example, an appropriation is made this year for fiscal 
year 1956 which the Organization of American States is authorized to expend 
during the entire calendar year 1956. 

I realize that Congress has a natural reluctance to appropriating money to be 
spent beyond the fiseal year. However, there does appear to be merit in following 
this course with respect to a program suc h as the United Nations technical-assist- 
ance program, where the pledging conference is held and the bulk of the money 
is obligated during the fiscal year, although all of it is not actually spent 
until 6 months after the expiration of the fiscal year. I understand that 
this practice was followed in connection with the first few appropriations for 
the United Nations technical-assistance program. 

In order to put the appropriation for the United Nations technical-assistance 
program on this 6-month lead basis, it will, of course, be necessary to make an 
initial appropriation for an 18-month period. I believe that there is precedent 
for such an 18-month appropriation in the case of the United Nations Children’s 
Fund. 

The foregoing suggestions are, of course, based upon the assumption that one 
approves the technical-assistance program on its merits. If one does not believe 
in the program, then no form of appropriation is justified. 

With best wishes, 

Sincerely yours, 
HeNry Casor Loner, Jr. 

Mr. Puinuips. I should like to point out that there are several prece- 
dents where the Congress has appropriated funds for expenditure 
beyond the United States fiscal year. In the technical assistance pro- 
gram of the Organization of Ameri ican States, funds are appropriated 
each year for the full calendar year. Likewise, funds were appro- 
priated in the Mutual Security AGmbouhbation Act for fiscal year 1955 
for the United States contribution to the Intergovernmental Com- 
mittee for European Migration for the calendar year 1955. 

The request for fiscal year 1956 for $24 million includes $8.5 million 
for the last half of calendar year 1955, and $15.5 million for calendar 
year 1956. This would make the total United States contribution for 
calendar year 1955 $15 million, or 53.6 percent of the total United 
Nations technical assistance program. 

For calendar year 1956 we are proposing $15,500,000, with the 
United States percentage reduced to 50 percent. Although these 
u“unounts represent somewhat larger dollar contributions than the 

ates has previously made, we believe the continued expan- 
United States |] reviousl le beli tl t l 
sion of this program should be encouraged in line with the substantial 
increase in contributions which other governments have pledged. 

When local contributions, which are estimated at $60 million for 
1955, are taken into account, the proposed United States contribution 
for 1955 is approximately 17 percent of the total program. 

1 have here a chart, Mr. Chairman, which shows the relative contri 
butions from the United States and other governments since the begin- 
hing of the program, which, if the committee wishes, I should like to 
insert for the record. 

Chairman Ricuarps. The committee has no objection, has it/ It 
will be placed in the record at this point. 
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(The chart referred to is as follows :) 
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Puituirs. The question of the participation of the Soviet 
Union 
Chairman Ricuarps. Before you go on, I believe you made the state- 
ment awhile ago, Mr. Phillips, that | you were prevented from making 
firm commitments by the Mutual Sec “urity Act. I would like to call to 
your attention that that was a provision in the appropriation bill which 
did not come from this committee. It was not in the Mutual Security 
Act itself. 
Mr. Puituires. That is entirely correct. (Corrected statement ap- 
pears on p. 450.) 
The question of the participation of the Soviet Union in this pro- 
gram is one in which I believe you all will be interested. It is a matter 
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to which we have given and are rere to give the closest possible 
attention. In the early years of the U. . technical assistance pro- 
cram, the Soviets criticized it as an Aerio of American imperial- 
ism. 

In 1953, however, they made their first offer of 4 million rubles. 
That is the equivalent of about $1 eam Very few of the rubles have 
actually been used, although plans have been approved for the equiva- 
lent of about $1.5 million in 1955. 

About 90 percent of $1.5 million which has been programed will be 
used for the purchase of Soviet supplies and equipment. Three of 
the projects approved provide for a total of seven Soviet experts. 
Under the rules under which the United Nations technical assistance 
progr am operates, ach expert must be approved by the country to 

hich he is assigned. Each government has the opportunity to decide 

aa ther or not to accept an expert nominated by the United Nations 
or one of the agencies on the grounds of technical capacity, nationality 
or any other considerations. 

The experts employed in the program are compensated in the coun- 
try of their nationality, or their place of residence when recruited, 

except for a portion of the salary or allowances which is paid in the 
currency of the country where the expert is serving. 

Therefore, Mr. Chairman, American experts received their basic 
salary in dollars. British experts received theirs in pounds. Russian 
experts, if employed, would receive their in rubles. The ruble con- 
tribution may be converted to other currencies for the purpose of de- 
fraying travel costs, allowances, and other incidental expenses of the 
experts; otherwise, the ruble contribution may not be converted to 
other countries’ currency. 

Mr. Chairman, in view of these facts, not one single dollar from 
the United States contribution would be paid to Soviet experts. Simi- 
larly, in the case of fellowship awards, the recipient countries must 
consent to the countries in which the fellows will be placed. 

Finally, Mr. Chairman, I should like to insert for the record four 
tables which I believe will be helpful to the committee. One is a list 
of countries receiving technical assistance under the U. N. expanded 
program of technical assistance, and/or, as the case may be, United 
States technical cooperation or technical exchange program. 

The second table shows pledges and amounts paid to the United 
Nations technical assistance fund. The third table shows local con- 
tributions. The fourth shows nationality distribution of experts. If 
the committee wishes, I would like to present these for insertion in 
the record. 

o hairman Ricuarps. Without objection, they will be inserted 
the record. 
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(The material referred to is as follows:) 


955 





Countries and Territories receiving technical assistance under UN expanded 
program of technical assistance, calendar year 1955, and/or United States 
technical cooperation or exchange programs, fiscal year 1955 


A. 


B. 


Near East, Africa, and South Asia: bd 
Afghanistan - _- 
EET ee Sa ye ee DS Oe ee Oe ee ee 
Ethiopia 
Greece 
India 


eRe 


Jorgan....... 
Lebanon. --------- 
Liberia. -__-- 


gE SRE RARER SS BRE LES TS “9 BE9Se Sone tae eS ee ae Be 
Turkey Se ee 
Saudi Arabia-------- 
a eS 
as 
Tunisia pine 
Belgian Congo 
Ruanda-Urundi-. : 
oe ee ae ee eee a eae eo 
CE EEE a SEE = 
Gambia. 
Sierra Leone 
Gold Coast_- 
Nigeria... ..-- 
Kenya ees 
Uganda. aha VAs Re 
Central African Federation 
Angola al ste 
INNS 335-8 hgh toad ois Jeet. abade miuinvebh baer 
ait, I ELT, ST LEENA 5 Nee Ay ae 
Azores : bag tes at idcaaaiceblaihAiiaidaddia 

British Somaliland. - _- a a i 
Cameroons (French West Africa) 

Algeria ro ORNS SP ee a) Fe A ee Oe ey en eee eee ee 
preaan Best Aivicn. ...........-<..«- 
Ivory Coast. 
Basutoland 
Bechuanaland 
Morocco 


DR phtgie abe adcadangscktdesebbewrihhdin thn wbtpeee whee meen 
Tanganyika-._._....--. 
Far East: 
Cambodia__-------- 
China (Formosa) -- 
CE ae alien £8 FA gS UE ED GS ae an FSS RPTL ES 
te a a ee ete eee 
DMO oc Jicccces ie 
EEE Oe OR Seas Stee Oe en ee ey ee SE eT Se See 
Philippines 
Thailand 
Vietnam 
Burma 
Ceylon 
Sarawak 
Singapore ; 
New Guinea- 
Malaya. 
Fiji Islands 
Hong Kong. 
North Borneo. - 


| United States 
technical 
cooperation 
or technical 
exchange pro- 
gram, fiscal 
year 1955 


United Nations 
expanded 
technical 
assistance 
program, 
calendar 
year 1955 
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Countries and Territories receiving technical.assistance under UN expanded 
program of technical assistance, calendar year 1955, and/or United States 
technical cooperation or exchange programs, fiscal year 1955—Continued 


United States | United Nations 
technical expanded 
cooperation technical 
or technical assistance 
exchange pro- program, 
gram, fiscal calendar 
year 1955 year 1955 


C. Latin America: 
OS ae 
a 
Chile 
Colombia- 

Costa Rica -- -- 
Cuba t 
Dominican Republic 
Ecuador _- 
El Salvador 
Guatemala 
Haiti 
Honduras 
Mexico 
Nicaragua 
Panama 
Paraguay ----- 
Peru 
Uruguay - -.- 
Venezuela 
Surinam... 
British Guiana 
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British Honduras_--..- - 
Trinidad . - 
Jamaica 
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Leeward Islands 
Argentina -_ . 
Curacao 
D). Europe: 
Austria 
Denmark 
France zie ies 
Germany (Federal Republic) 
Iceland pees ~ 
Italy 
Nether lands.- 
Norway 
Portugal 
Spain 
Yugoslavia 
Finland 
Cyprus 
Malta 
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UNITED NATIONS EXPANDED PROGRAM OF TECHNICAL ASSISTANCE 


Government contributions, by years, as of May 31, 1955 


nies States dollar equivalents] 


| l 
a | Calendar year 1955 
Country nok Calendar | Calendar | Calendar 
” rp year 1952 | year 1953 | year 1954 
| | Pledge Payment 
} 





ARS ee 7, $7, 001 $10, 000 $10, 000 $10, 000 
Argentina | 200, 000 200, 000 200, 000 300, 000 300, 000 
Australia. ......-. | 400, 921 190, 000 400, 000 400, 000 500, 000 
DI. sareaccaccckbasesncel 19, 231 19, 231 19, 231 ; 38, 462 
Belgium 270, 000 270, 000 297, 000 37, 337, 500 
Bolivia » 12, 500 25, 000 7,8 
Brazil ’ , 459 459, 459 
Burma._._-_- 7, 500 y | 
Byelorussian S.S.R 
Cambodia 

Canada_- 


Colombia 
Costa Rica 
Cuba. } cee ae 
Czechoslovakia............--- | 69, 444 69, 444 
Denmark 95, 555 f 434, 342 | i } 550, 166 74, 731 
Dewspeseas Republic. ape aeen pices . 10, 000 | 10, 006 20, 000 
ad 6, 300 300 6, 400 5, 10, 000 


100, 000 
7, 000 


El Salvador Yes 5, 000 5 6, 000 
Ethiopia. 20, 129 20, 000 f 20, 000 
Federal Republic of Germany _|__._-.--___- 1 148, 810 : 148, 810 
F = and 5, 000 ' 10, 000 15, 000 
| 1,207,500 | 7, 1, 448, 571 

20, 295 5, 5, 000 


se 


81, 850 8! 86, 157 | 36, 157 100, 517 
7,000 


= 


7, 500 


se 
eRx 


_ 
_ 














000 | 
9, 600 
2, 800 | 
75, 000 | 
63, 585 | 
40, 000 
201 
000 
, 000 | 
, 000 


B25 





WON 


S3588 


125, 593 | 
5, 000 
166, 213 
| 3, 
Pereguay 5 5, 000 
Peru __ | | 10, 000 
|, eT , } , 50, 000 
Poland | | 75, 000 75, 000 
i i 15, 000 15, 000 5, | 
Sweden__- 96, 52! 57, 33 386, 623 483, 279 57’ 193, 312 
Switzerland 33, 6 , 231, 852 233, 372 33, 37 116, 686 
Syria. ~ nae 5 | - } 11, 410 11, 410 17 
Thailand. ___- Sachsen 9, 72 34, 40, 000 40, 000 nase --- 
Turkey ‘ 83, 6: 82, | 183, 571 201, 495 201, 49! 201, 49 
Ukrainian S. 8. R_ AE eee PTS, CRESTS SS soi 125, 000 : = 
United Kingdom. . ---| 2,128,255 | 1,260,151 | 1,400,168 | 1,820,218 , 240, 2, 240, 000 
United States ene 2, 11, 400, 000 |! 12, 767,145 |213, 861, 809 | 2 6, 500. 6, 500, 000 
ae, Os BO sw ckwe ‘ 1,000,000 | 1,000, 000 1, 000, 000 - 


See footnotes at end of table. 
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Country 


Calendar 


1950-51 | year 1952 


Calendar 
year 1953 


Calendar 
year 1954 





ruguay-.-.- 
Vatican City 

nezuela 
Vietnam 

men 
Yugoslavia 


Total pledges 
I = aw as of Meé uy 31, 





$99,408 | $50, 000 


20, 000 
7, 300 


| 20, 035, 578 
5 99, 408 
19, 936, 170 | 


75, 000 
2, 000 
5, 000 
7, 500 
2, 100 
> 500 
2, 462 
, 193 


24, 642, 269 


69 74 
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—Continued 


Calendar year 1955 


Pledge Payment 


$100, 000 
2, 000 
150, 000 


$2, 000 
100, 000 


11, 540, 857 


1 Of this amount, $8,171,333 was paid from funds appropriated for fiscal year 1953 and $4,595,812 from funds 
ippropriated for fiscal year 1954. 
2 Of this amount, $3,904,188 was contributed from funds appropriated for fiscal year 1954 and $9,957,621 
om funds appropriated for fiscal year 1955. 


ADI ropriated in Second Supplementai Appropriation Act, 1955, Public Law 24, 84th Cong 


1955. 


., approved 


or 1953 program originally offered in July 1953 with limitations attached which made it unaccept- 


T ‘he se limitations were removed in March 1954 and contribution w as ther n acce _ d. 


Unpaid p ledge—U ruguay, 


Unpaid pledges—Cuba, $50,000 and Korea 


$99,408, 
, $2,000. 


In June 1954 


7 Unpaid pledges—Brazil, $84,908; Cuba, $50,000: Guatemala, $5,000; Italy, $93,000; Peru, $10,000. 


' Unpaid pledges—Belgium, $67,500: Brazil, $321,406; Ecuador, $6,195: 
$96,000; Mexico, $34,682; Paraguay, 


ieee 
Israel, 


5.000. 


$10,000; 


Italy, 


Note.—These figures represent contributions to the UN technical assistance 
locations to the participating agencies are made. 


$8,000; Peru, $12,000; 


Honduras, 


$8,000; Iran, $50,000; 
Syria, $11,410; Uruguay, 


special account from which 
They do not include contributions made by recipient 


vernments to the cost of projects carried out in their own countries in local currency or goods and services. 
hese local contributions are estimated to be approximately twice the cost borne by the participating 
gencies financed from the special account. 


Estimated 


Country 
Africa: 


c 
Ethiopia 
Gambia 


Ivory 
Kenya 
Lib 


Sierrs 
lerra 


Somaliland 
anganyika 
“‘nnisia 
Libe ria 


“local cost” 


contributions by the recipient countries in support of the 


1955 technical assistance 


program 


[Expressed in United States dollars] 


Estimated amount | 


Country 


Estimated amount 


Asia and the Far Ex 


$18, 006 | 
10, 000 | 
5, 000 | 
312, 000 | 
200, 000 | 
8, 000 

2, 000 

1, 000 

1, 000 | 

3, 427, 000 
1, 000 

29, 000 | 

2, 000 

5, 000 | 

36, 000 
32, 000 
47, 000 | 
106, 000 | 
400, 000 


5.036.000 


3urma 
Cambodia 
Ceylon 
China 

Hong Kong__- 
Indonesia 
India —_ 
Japan 
Laos 
Malaya 
Nepal 
North 
Pakistan 
Philippines 
Sarawak 
Singapore 
Thailand 
Vietnam 


Borneo_ 


$1, 800, 000 
200, 000 
800, 000 

, 200, 000 
43, 000 

, 900, 000 
2, 500, 000 
2, 000 
000 

210, 000 
60, 000 
57. 000 

. 600, 000 

oo) 

(he) 

1, 258, 000 

1.081, 000 

119, 000 


39, 064,000 


_ OSD 
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Estimated “local cost” contributions by the recipient countries in support oF thy 
1955 technical assistance program—Continued 








Country Estimated amount Country Estimated amount 
Europe: Middle East—Continued 
ha ee $200, 000 RS Raealee eer ae ipate $22, 000 
SO ee 2, 000 OS ee eee 76, 000 
| Re ee 5, 000 Saudi Arabia -___-_-- 60, 000 
SS Ss Fes 40, 000 a ear 610, 000 
aS 5, 000 NS et ot 28 15, 000 
I os insects siete 2, 000 ————___ 
er ie: 3 ee 250, 000 | | ee ee 4, 937, 000 
SS a irs: 1, 600, 000 == 
——__—_—— | Africa Regional ~__._--~__~ 93, 000 
Total____._._._._._._._...._ 2,104,000] Asia and the Far East Re- 
—S—S—S 0S i Se eae 603, 000 
Latin America: Latin America Regional___ 1, 404, 000 
eS ae eres | 66, 000 | Middle East Regional_____ 359, 000 
NO 10, 000 | Inter-Regional ~-_________ 210, 000 
0 Ne Ne ren Seat 100, 000 ——— 
EE a eee ees 400, 000 0: | Se ae aa) ORD: 000 
British Guiana _______ 8, 000 ee 
RN eee haters cheese 425, 000 Total estimated local 
ee ear ee 1, 380, 000 contributions —____ 60, 328, 000 
OO 105, 000 —==—= 
Dominican Republic —- 150, 000 | Central fund for calendar 
OI oid cincse tucks 160, 000 year 1955, pledged by 64 
El Salvador —___.__--- 260, 000 other governments ______ 13, 000, 000 
Guatemala ___________ 121,000 | Proposed United States 
Ca Ea 2 er a 180, 000 contribution ......-.... 15, 000, 000 
ee eo ee 10, 000 ——_--- 
a ee ee 690, 000 Total proposed con- 
Pe 200, 000 tributions to cen- 
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he i 350, 000 | Estimated local contribu- 
pelle age ea ie 103, 000 ae Ace ope SB death 60, 328, 000 
EE ATE 200, 000 —— 
WR, 100, 000 Total estimated con- 
$< tributions to cen- 
| Te an 6, 518, 000 tral fund and local 
Pn contributions  ____ 88, 328, 000 
Middle East: Proposed United States per- 
Afghanistan ~__-__ ttle 250, 000 centage of central fund 
ee 000. 0001. for 66... 53.6 
_ aeons |? 2, 423, 000.| Proposed: United States per- 
ee ee 180, 000 centage of central fund 
EEE STR ot Oe 200, 000 and local contributions—— 17 
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Nationality of experts employed as of Mar. 31, 1955 


Nationality Number | Percent Nationality Number as 


Argentina. ---- ang 5 . Japan 

Australia_ ; : q 3. 45 Jordan E 
Austria___ mn ‘ an Lebanon. --__- 
Belgium_--- ‘ . 36 Mexico-_ 

Bolivia.- - - P ‘ Netherlands_- 

Brazil : ; New Zealand. 
Canada y Norway _- 

Ceylon Pakistan _ - 

Chile Paraguay -_- 

China (Taiwan) - Peru_-__- 

Colombia Philippines 

Costa Rica Poland 

Cyprus Portugal-_--- 
Czechoslovakia Puerto Rico_- 
Denmark South Africa___- 
Dominiean Republic Spain_- 

Ecuador Sudan_. 

Egypt_. Sweden 

FE] Salvador Switzerland 

Finland Tunisia 

France Turkey__- 

Germany United Kingdom- 
(Greece United States 

Haiti Uruguay 

Honduras U. 8.8. R.. 

Iceland Venezuela _- 

India Yugoslavia 

Ira Stateless ___- 

Iraq Countries undesignated 
Ireland 
Israel 
Italy 


—_- cs 
enone 


> “ 
& Brean 


ee ae ao eed een 


Total___ 1,019 100. 


JaeaeSo 


Mr. Puturps. Mr. Chairman, I have concluded my oral remarks. 

Chairman Ricuarps. Thank you, Mr. Phillips. It is a good state- 
ment. We will go under the 5-minute rule. I hope everybody does 
not use 5 minutes. Mr. Chiperfield. 

Mr. Cuiprrriecp. | did not get the first part of his statement. I will 
not ask any questions at this time. 

Chairman Ricuarps. Mr. Carnahan. 

Mr. Carnanan. I have no questions. 

Chairman Ricnarps. Mr. Vorys. 

Mr. Vorys. Mr. Phillips, I have been scanning your longer state- 
ment which you have furnished, with the hope of getting some. light 
on the coordination between our own technical-assistance program 
and the United Nations program. The material there is not very 
convincing to me. 

Last year, you may remember, we had the witnesses on both pro- 
grams in the room. When we discussed certain countries, neither of 
them knew what the other crowd was doing. 

Wholly aside from this business about resident representatives, and 
so forth, have you any criteria that you use that you can tell us about 
so that somebody can determine other than by pure empirical guess- 
work whether we should carry on a program, or the United Nations 
should, in a given country, and how it is divided ? 

Mr. Pruaaps. Mr. Chairman, if I may reply to that briefly, this is a 
very important matter, and I am afr aid we did not satisfac torily ex- 
plain what is being done in that respect last year. 


I hope I can give you a little more convincing explanation this 
vear, 


Mr. Vorys. I hope so. 
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Mr. Pues. Let me speak, first, with respect to criteria applied 
to the United Nations program. I believe there is somebody here 
who will speak, if necessary, on the United States program of tech- 
nical assistance. 

As to criteria, the first point is that the government must request 
technical assistance. That is of primary importance. Secondly, the 
request must contribute directly to the economic development of the 
underdeveloped country. Thirdly, the recipient country must show 
that it is able to meet substantially the local costs of the project, to 
make matching contributions, and to provide, if necessary, supporting 
personnel and administrative support for the program. 

Also, Mr. Chairman, it must be shown that the program will be 
carried on by the recipient government at the conclusion of the assist- 
ance being given under the auspices of the U. N. program. 

Finally, an important criteria is that the assistance requested be 
technical rather than economic. In the case of the United Nations 
program, this is especially true. The assistance provided is almost 
wholly technical. There is little, if any, equipment provided. 

Those are the major criteria used. 

With reference to the coordination between the two programs, I 
think I can best assure you about that by putting it this way: On the 
basis of 4 years’ experience, the United States program and the United 
Nations program have developed machinery for coordination, which 
has proven to be extremely effective in preventing the kind of duplica- 
tion, the kind of overlapping, which, no doubt, at the outset existed in 
some projects. 

For example, there are constant interchanges of papers involving 
proposed projects, or projects under implementation between the offices 
of the United Nations Technical Assistance Board in New York and 
the United States offices in Washington. 

There are orders given by the United States officials to the field 
personnel in the United States program, to consult at all stages with 
their counterparts in the United Nations programs. 

Similar orders, I know, are given by the United Nations officials in 
New York to their resident representatives in the field. 

In the field, there are clearly established methods of coordination 
by which the experts in the various programs and the chief of the 
United States mission and the resident representative of the U. N. 
mission meet and confer regularly. So that at all times there is the 
closest possible consultation and cooperation in planning and carrying 
out projects. 

I have seen some of these conferences take place and I know how 
useful they are. Nobody, of course, can guarantee that at no time in 
the future will there ever be a case of duplication. 

Mr. Vorys, I am personally convinced that the machinery now in 
existence assures the maximum possible planning and the minimum 
of overlapping and duplication between the two programs. 

Mr. Vorys. I guess my time for questioning has expired. 

Chairman Ricwarps. Mr. Phillips, I am not sure I heard what you 
said. Are you talking on the refugee problem ? 

Mr. Puiturres. Yes, I will be talking about that. 

Chairman Ricwarps. I have a letter from Mrs. Oswald B. Lord, 
United States representative on the Commission on Human Rights. 
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Those of us who have served in the United Nations, Mr. Vorys, myself, 
Mrs. Bolton, know her. She has called our attention to the need of this 
contribution to the refugee fund. I would like to put this in the 
record at the proper point. 

(The letter referred to appears on p. 460.) 

Chairman RicuArps. What other members want to ask questions? 
I would like to get their names. Mrs. Kelly, Dr. Judd, Mr. Jarman, 
Mr. Fulton, Mr. Hays of Arkansas, Mrs. Bolton, Mr. Williams, Dr. 
Morgan. 

Mr. Morano. You can’t reserve this time for some other witness? 

Mr. Morgan. Mr. Phillips, you say our percentage of the program 
in 1954 was 59 percent? 

Mr. Puiturs. No. Our percentage for 1954 was 55 percent. 

Mr. Morgan. The pledge that the Soviet Union made of 4 million 
rubles, you say, will amount to about $1 million in American dollars ? 

Mr. Puuures. The total rubles that have been pledged to date by 
the Soviet Union amounts to about $3.5 million. The amount pro- 
gramed for use in 1955 is, in round figures, $1.5 million. 

Mr. Morgan. Going through your statement I see that you said they 
lad attachments to their appropriation and that it was refused in 1953. 

Mr. Puiturps. The Soviet Union tried initially to limit its contribu- 
tions to one of the agencies that carried on the technical assistance. 
That agency was the United Nations Technical Assistance Adminis- 
tration. That is contrary to the regulations governing the program. 
When governments make contributions to this program, they make 
ittoacentral fund. They are voluntary contributions. Money from 
the central fund is then allocated by a board, to the various participat- 
ing agencies, namely, the Food and Agricultural Organization, the 
World Health Organization, and so forth. 

The Soviet Union’s condition was unacceptable. A year later they 
withdrew their condition. Thereafter their payments were accepted 
with the understanding that the money was payable into the fund and 
available for allocation in the same way as contributions made by any 
other Government. 

Mr. Morean. In your statement you refer to the stipulation in the 
1955 act. It is as follows: 

No commitment for the calendar year 1955 should be pledged on behalf of 
the United States until the Congress appropriates for said purpose. 

If that were removed from the act, could our people have more 
authority at the pledge meetings—could the percentage of the fund be 
reduced ? 

Mr. Putiuirs. I am not sure that it would have a direct bearing on 
the percentage. We do feel that in order to be in a position to make 
a contribution to this program it is necessary either to have an ad- 
vance appropriation so that the representative of the United States 
can make a pledge in November, or if the Congress wishes to adopt 
the other alternative, which I believe it does not in view of the Appro- 
priations Committee language, we would have to make a conditional 
pledge based on later congressional approval. That was specifically 
prohibited in the Mutual Security Appropriation Act for the current 
fiscal year. 

_ Mr. Morgan. I hope some day it will finally end up with the U. N. 
formula where all these international organizations could meet the 
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ratio of 3314 percent. Do you think by having some authority our 
pledge people could some day arrive at that formula? 

Mr. Putiures. I do not believe there would be a direct relationship 
oetween getting down to 33 percent and this stipulation. I might 
say, however, as I pointed out in my statement, the initial United 
States share was about 60 percent of the total amount contributed to 
the central fund. We have moved down to what will be 50 percent 
next year. We feel that it would be unwise at this time to make a firm 
commitment as to how much lower we would go. We would like to be 
in a position to review the situation based on experience this year and 
next year, bearing in mind our feeling that the program should be 
permitted to increase gradually. 

A report made by the International Development Advisory Board, 
headed by Mr. Eric Johnston a year or so ago recommended that the 
U.N. program level off at about $50 million a year. We have not ac- 
cepted this. This is merely a guideline. We would like to be in a 
position to see to what extent other governments continue to increase 
their contributions. They have in the past 2 or 3 years steadily in- 
creased their contributions. Because of that, we don’t wish to do any- 
thing which would discourage the continuation of that trend. 

Mr. Morean. Are the technical assistance teams in the field with 
WHO, FOA, and UNESCO, and working on health problems in one 
particular country—is there any duplication of these organizations? 
Do they work as a team? Do they work separately ? 

Mr. Puruips. The great strength of the present system of allocat- 
ing funds from a central fund is that it does provide the kind of 
coordination which is absolutely essential if one is to prevent the kind 
of overlapping between agencies that might otherwise develop. In 
practically all the countries where major U. N. technical assistance 
programs exist there is a resident representative. It is his task to see 
to it that there is the closest coordination between the experts of the 
various agencies and the Government, and between the experts them- 
selves. This has been eminently successful. It is our belief that any 
change in this system of coordination could well result in the kind 
of duplication between agency experts or overlapping or lack of 
planning to which you refer. 

Mr. Morgan. That is all, Mr. Chairman. 

Mr. Carnanan (presiding). Mrs. Bolton. 

Mrs. Bouron. I think I have no particular questions, but I would 
like to reserve my time. 

Mr. Carnanan. Mr. Hays. 

Mr. Hays of Arkansas. Mr. Phillips, these international agencies 
like FOA are only semiautonomous; is that correct ? 

Mr. Puiturrs. The FAQ, to which I believe you have reference 

Mr. Hays of Arkansas. I mean, FAQ. 

Mr. Puwuirs. They are related by agreement to the United Nations 
and they are semiautonomous. 

With respect to the expanded program of technical assistance, they 
must all abide by certain principles. For example, the money which 
is allocated from this central fund to the agencies must be used for 
specified purposes. It must relate directly to the development of 
underdeveloped countries. The money must be used so as to insure a 
balanced program within the country. These are some of the cri- 
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teria which prevail. A far as the actual implementation of the pro- 
gram is concerned, the carrying out of the projects, the assignment of 
experts, all that is done wholly by the specialized agencies themselves. 
They provide the tools to do the job. 

Mr. Hays of Arkansas. They have members within their own con- 
stituencies that are entirely separate from the U. N. membership. If 
they were dissatisfied with the operations through the United Nations 
technical assistance, unless they have tied themselves up contractually, 
they can operate independently within a country ¢ 

Mr. Putures. They could not operate independently with respect 
to the funds that they get from the expanded program. They could 
with respect to their own programs which do not involve the expanded 
program of technical assistance. 

Mr. Hays of Arkansas. So you still have at least, theoretically, that 
gap toward perfect coordination. That is what I am getting at. 

Mr. Putures. We have no problem in coordination of the use of 
funds for the expanded program of the technical assistance. With 
respect to other programs, namely, the regular programs carried on by 
each of these agencies, I would doubt that any great problem exists 
since each is working in a totally separate area. The ILO is dealing 
with labor problems. The FAO is dealing with agricultural problems. 

Mr. Hays of Arkansas. The term “technical assistance” is often 
used in a generic sense to cover those operations. When you use tech- 
nical assistance in the larger sense, overall coordination, you have a 
problem. What I am trying to get at, and I realize we are limited 
as to time, there is a certain pulling away from the United Nations 
technical assistance program by some of the organizations. 

Mr. Jupp. Will the gentleman yield? Isn’t our contribution to 
FAO, WHO, and the others, separate from this $24 million that you 
are asking? 

Mr. Purtuies. Yes. 

Mr. Jupp. A lot of people think USTA covers all these subsidiary 
area organizations, UNESCO, ILO, and so forth. Isn’t the term 
often used to cover all of them ¢ 

Mr. Puures. I think in a loose sense sometimes it is. 

Mr. Jupp. You are not speaking of them today; you are speaking 
in the limited sense ? 

Mr. Puitres. Yes. 

Mr. Hays of Arkansas. What has become of what we called 
SUNFED? 

Mr. Pixies. That is a separate item which does not have any 
bearing on the expanded program of technical assistance. It is a 
matter which has ~~ under discussion in the Economic and Social 
Council of the United Nations. I am not qualified to speak as an 
expert on that. I could say only that it is under continuous study 
and that no action has been taken. Nor do I know of any likelihood 
in the foreseeable future that such action would be taken. 

Mr. Carnauan. Mr. Judd. 

Mr. Vorys. Would the gentleman yield at that point? I am looking 
at the chart on page 537 of section 8. That shows WHO, FAO, ILO, 
ETC, which I think stands for so forth, all make proposed agency 
programs to TAB, this Technical Assistance Board. Then it shows 
a whole system here in the pledging conference. As I understand it, 
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the money that we put into the expanded technical assistance program 
is farmed out, much of it, to these same organizations to which we also 
make separate contributions. Am I right or wrong on that? Your 
answer to Mr. Hays would have been that I am wrong. I think this 
chart shows they get money both ways. 

Mr. Patutes. Might I make a brief comment on that? It is true 
that there are separate appropriations. There are appropriations 
which are considered under a different appropriation bill, which con- 
tain provisions for payment of United States assessed share of the 
regular budgets of these agencies. 

This program, the United Nations expanded program of technical 
assistance, is a voluntary program carried on, as I pointed out, on the 
basis of contributions paid to a central fund, rather than directly to 
an agency. To that extent, the money received by these agencies from 
the fund is additional. But the term “expanded program of technical 
assistance” means just that. It is a program intended to expand the 
scope of multilateral technical assistance and to assume a coordinated 
effort among the various agencies. 

Mr. Pauw. It is comparable, I believe, sir, to the contributions, if 
you want to say it that way, that the FOA makes to the Department 
of Agriculture and Health, Education, and Welfare, and other agen- 
cies who actually carry out large parts of our technical cooperation. 

Mr. Jupp. Does UNTA enter into contracts with WHO to do 
specific jobs for you? Or does it make a contribution to the general 
budget of WHO? 

Mr. Putuutrs. There is no contractual relationship as such. The 
moneys from the central fund are allocated by a board known as 
the Technical Assistance Board, to each of these specialized agen- 
cies 

Mr. Jupp. They go into their regular budgets ? 

Mr. Putuures. They are separate items entirely. 

Mr. Jupp. What do they use them for, separate from their budgets 
made up from the contributions of governments directly ¢ 

Mr. Puinures. They are used exclusively for the expanded pro- 
gram. Let’s take a given country, country X. A country drawn 
up on the basis of the process described in the chart to which Mr. 
Vorys referred, results in a group of projects involving the assign- 
ment of experts from various specialized agencies. Once the pro- 
posed program has been approved by this Technical Assistance Board, 
and then finally by the Technical Assistance Committee, the program 
is then carried out by experts assigned by the various specialized 
agencies. There is no contractual relationship, but the funds must be 
maintained separately. They are used for a special purpose and 
there must be special accounting as to their use. 

Mr. Jupp. I wish I had time to go into that more. It seems to me 
a little cumbersome and unnecessary and confusing. 

I do want to ask two questions. You said experts of Soviet citi- 
zenship who are employed in this program would be sent into a given 
country only with the express consent of that country. Do you think 
some country right on the border of the Soviet Union, say India, Af- 
ghanistan or Burma, would stand up and say to the Soviet Union, 
“No, thanks, we don’t want your persons in there” 
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Mr. Putuires. We think some countries will accept Soviet experts 
as some have accepted them on a bilateral basis. If the Soviet Union 
puts rubles into the program and there are countries wishing to use 
those ruble contributions, they are free to do so. 

Mr. Jupp. Don’t you agree this is the weakest spot in selling 
this program? It is hard to get Members of Congress who are ap- 
propriating billions of dollars to carry on a cold war and build up our 
own armaments against the Soviet Union, to turn around and give 
money to the United Nations to pay for Soviet agents to work in a 
country which is on the fence, one of the countries that we are wor- 
ried about losing? 

Mr. Pures. We feel that this is a good example of the extension 
of the cold war into the economic field. It is all the more reason why 
we should stick with it, why we should outdo them in this program. 

Mr. Jupp. But, we are not outdoing them. In the bilateral pro- 
grams, we can. When we spend money to undermine our own posi- 
tion, it is a little difficult to explain. 

Mr. Puiures. Our dollars are not used and cannot be used for 
hiring Soviet experts or for purchasing Soviet equipment. The result 
of our withdrawal from the program would be to provide the Soviets 
an opportunity to enlarge their influence because many countries 
which now hesitate to accept rubles while there are dollars availa- 
ble would perhaps feel compelled to accept those rubles. 

Mr. Jupp. Under bilateral programs they are getting the United 
States dollars and are getting them more directly than through this 
program. Isn’t that correct 

Mr. Puiiures. Yes. There are parts of the world where there is 
some sensitivity to receiving technical assistance on a direct bilateral 
basis. There are some fields of activity such as government adminis- 
tration and education in which many governments prefer to receive 
technical assistance from a multilateral agency. 

Mr. Jupp. This is a stumbling block that I don’t think we yet have 
an adequate answer to. 

My other question is following up the one Dr. Morgan asked. Since 
the beginning of WHO, we have had to fight to reduce the American 
share of its budget to one-third, not because we were trying to save 
money, because the total was peanuts compared to what we are putting 
into all sorts of aeateational programs, but because no organization 
which gets more than one-third of its budget from any one country 
can be genuinely independent. It is too dependent upon that one 
country. Do you think that your Technical Assistance Board would 
be willing to make a firm agreement, as the WHO assembly has, to 
reduce year by year America’s share until by a given date our share 
will be down to 3314 percent ¢ 

Mr. Putiirpes. There would be no question of agreement because 
these, unlike the WHO and the regular budgets of the other agencies, 
are not assessed amounts against each contributing country. Funds 
are contributed on a voluntary basis. There is no assessment. That 
condition would not arise. 

With respect to the one-third limitation which prevails in the U.N. 
proper and the agencies, we have always felt there is a difference 
between the assessed budgets and the work of these voluntary pro- 
grams. In the case of the expanded program of technical assistance, 
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obviously the underdeveloped areas of the world are not in a position 
to pay the same proportionate share as the United States or the other 
more developed countries. We have felt that we should begin to 
lower our percentage. We are moving in that direction, and have 
succeeded in lowering it 10 percent in 2 or 3 years. 

However, there is a real question as to how much lower we should 
go and as to how rapidly we should make any further reductions, 
Our feeling is that it would be undesirable to adopt any hard and 
fast target. We are more interested in seeing the program continue 
effectively with possibly some expansion. 

Mr. Jupp. If you were convinced that the best way to go ahead 
favorably was to reduce America’s contribution on a systematic basis 
so that the others would have a fuller share in it, you wouldn’t object 
to that, would you? 

Mr. Puitiires. We would like to reserve some flexibility as to how 
it is done and how low we should go. 

Mr. Jupp. The net result of that attitude is that you don’t reduce 
it much. You don’t make much headway until you have a target that 
you set your will toward and make up your mind that you are going 
to achieve it. 

Mr. Puritures. We have done just that. We set a target of 50 
percent 2 years ago and will reach it next year. 

Mr. Jupp. I think you ought to go on down to 33 percent. 

Mr. Pues. We would like to reassess the situation after we 
reach 50 percent. 

Mr. Jupp. You could come back for review. Such a target would 
be helpful to you, I think. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketty. I want to comment on the excellent statement of my 
colleague, Mr. Roosevelt. In light of that statement, and the cutback 
of assistance to Israel and the economic blockade that is there, do 
you not think that it is wise to increase that aid to Israel for develop- 
ment assistance? 

Mr. Puiuips. I didn’t understand the last part of your questions. 

Mrs. Ketty. Do you not believe aid to Israel should be increased 
or at least kept stable? 

Mr. Putuirs. I believe that is under another program. 

Mr. Pavt. It is under our general FOA programs. I think I am 
sufficiently familiar with that one to try to answer it. We have felt 
that we have been able to progressively reduce the program for Israel 
because the need is less. According to the indications we have seen, 
the amount of assistance that they fave been receiving in past years, 
and largely due to their own efforts, that amount can be reduced 
feasibly and without danger to the Israeli economy. The economic 
aid which we have given to the Arab states only really started a year 
or two ago. This is the first year of its operation in some of the more 
important countries, such as Egypt, which has a population of some 
22 million people. 

We felt Israel’s own progress was sufficient to justify further 
reduction. 

Mrs. Ketiy. Are you going to complete your testimony on that 
tomorrow ? 
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Mr. Pau. We had a hearing on the Near East and Africa, and 
I have your questions, which are being answered in writing for you. 

Mrs. Ketity. Thank you. I would like Mr. Phillips to make any 
comment on the Hoover report, in which it has been recommended that 
these programs possibly be more centralized. 

Mr. Puuuirs. I was not aware, Mrs. Kelly, that the Hoover report 
had made any specific recommendations with respect to the U. N. ex- 
panded program of technical assistance. 

Mrs. Keviy. Mr. Vorys, I thought the recommendation was to 
integrate the program. 

Mr. Vorys. This suggestion is as to FOA. I don’t think it touches 
the international program. 

Mr. Paut. I don’t believe so. We are submitting in writing to this 
committee, Mrs. Kelly, an analysis, point by point, of the Hoover 
recommendations and the FOA position. It should be here, but Oper- 
ation Alert threw us back a few hours. 

Mrs. Bouron. Mr. Chairman, I reserved my time. May I have a 
minute of it? 

Chairman Ricwarps. Yes. 

Mrs. Bouron. I wanted to ask before we get away from the Russian 
contribution whether my memory is at fault that when they made 
their first contribution they stipulated that the aid was to be given 
Russia and her satellites, that whatever rubles went in was pretty 
much returned to them or was that only the first one? 

Mr. Putiuirs. The only stipulation 

Mrs. Boiron. If it isn’t so, I am ready to learn. 

Mr. Putiuips. I don’t believe so. 

Mrs. CHurcu. Have you gotten to me? 

Chairman Ricuarps. I missed you, but I will put your name down. 
Mr. Jarman. 

Mr. Jarman. Mr. Phillips, on page 6 of your statement filed for 
the record you mention there are 1,000 experts in the U. N. program. 
How many are Americans 4 

Mr. Putiuips. As of March 31 there were 128 United States experts 
out of a total of 1,019. 

If I may comment on that, many people wonder why it is that the 
United States percentage of experts is so low when its percentage of 
the cost is relatively high. 

The real reason is that it is difficult to get United States experts. 
Most people who are trained and qualified for this work naturally go 
into the United States technical assistance program first. 

One of the advantages of the multilateral program is that you can 
recruit experts from other parts of the world. We are doing every- 
thing we can to encourage the employment of Americans. I am per- 
sonally engaged in that effort, and I have discussed this with the chair- 
man of the Technical Assistance Board. We are actively working on 
this in the department. 

It is difficult to find qualified Americans who are available to take 
these assignments, but we are making every effort we can to encourage 
them to do so. 

Mr. Jarman. Mr. Vorys asked about the coordination program be- 
tween the U. N. program and our own national program of technical 
assistance. 
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How are the private organizations, for example, World Neighbors, 
which, as I understand it, has a program of technical assistance in 
certain areas of the world, fitted into the overall program of national 
and U. N. programs? 

Mr. Puiturs. When there is consideration of a country program by 
the United Nations in a given country the very first thing looked into 
is what other facilities, what other assistance is being provided in 
that country under other programs. 

If there are private organizations engaged in providing technical 
assistance in a given area, technical assistance will not be provided 
in that area under the U. N. program. 

I assume the same criteria is also true of the United States program. 
They are delighted to get the private groups in. I have talked to 
several U. N. people in the field and they say, “We welcome all the 
private assistance we can get.” 

Mr. Jarman. It is possible there are some projects that private 
organizations can handle in a country that a national or international 
program cannot because of the official nature of the national and inter- 
national programs? 

Mr. Puiiutrs. There may well be. I am not personally familiar 
with the areas in which this would be true. 

Mr. Pauw. I think I can give an example of that. The Ford Foun- 
dation, Mr. Jarman, has a very active and effective program in India. 
They were able to offer technical assistance on the study of the in- 
ternal administration of the Indian Government, for which they 
hired an expert, which had a very important effect on Indian Govern- 
ment planning. 

They are carrying on a project in Pakistan right now. We would 
have had difficulty getting it in the way that the private organiza- 
tion was able to, yet the same result was achieved. 

Chairman Ricwarps. Mrs. Church. 

Mrs. Cuurcn. I wanted to ask, Mr. Phillips, whether you could 
tell us what were the conditions attached to the U.S. S. R. offer 
mentioned on page 7. 

Mr. Puimures. The condition attached was that the rubles would 
be utilized only for technical assistance carried out by the United 
Nations Technical Assistance Administration. 

That is merely one of the various agencies which actually carry out 
the program. 

Mrs. Cuurcn. I want to thank you for the statement of accomplish- 
ments listed at theend. Iam assuming that this is merely illustrative 
of the program. I am wondering if anywhere there has been com- 
piled a list of the projects completed as started to date. 

Mr. Puriuires. We have an annual report here put out by the Tech- 
nical Assistance Board. These have been published annually. 

Mrs. Cuurcnu. The last question is—perhaps a delicate one—this: 
At the time the second supplementary appropriation bill was up on the 
fioor of the Fouse there was considerable report by certain Members 
of the Congress that there was intent on the part of the U. N. techni- 
cal assistance program to take over the work of FAO. Is there any 
ground for that statement ? 

Mr. Puiures. That is totally incorrect. There is no such plan, 
no such intention. 
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Mrs. Cuvrcnu. Do you know how the idea could have arisen? 

Mr. Puiurs. I think there has been misunderstanding in some 
quarters on the coordinating responsibilities of this Technical Assist- 
ance Board, which I described a little earlier. 

There is no program, there is no idea of taking over 

Mrs. Cuurcu. Or eliminate? 

Mr. Putures. Or eliminate in any way. These programs couldn’t 
possibly be carried out except by the technical agencies which are 
qualified to do the work. een) 

Mrs. Cuurcu. Has there been friction at the local level? 

Mr. Puttirs. I would say there is some misunderstanding in 
some areas of what the intent was. 

Mrs. Cuurcu. Now that the feeling is recognized, is an effort being 
inade to control the situation ? 

Mr. Puitiips. A serious effort is being made to create an under- 
standing of what the actual facts are, and I hope with some success. 

Mrs. Cuurcu. I think that it might be oa to have a brief state- 
ment sent to the committee which we could use if we need it, on the 
floor of the House. 

Mr. Putuies. We will provide that. 

Chairman Ricwarps. Mr. Williams. 

Mr. WituraMs. I guess this is just an observation. I was interested 
in Mr. Phillips’ reply to Mr. Vorys’ question on this question of 
coordination between the U. N. programs and United States programs. 

As I understand your reply, you feel there is coordination at all 
levels, Washington, New York, right into the field. You might like 
to know that a subcommittee of this committee which was in Central 
America last week heard the complaint from United States people 
there that there was a total absence of coordination, that they had not 
even seen the U. N. people there in over a year. 

Mr. Pures. Could I ask what country that was? I happened 
to have visited that area myself a year ago. 

Mr, Witttams. This was in Nicaragua. 

Mr. Dopp. And Costa Rica. 

Mr. Puiuures. I think the answer might be this: To the best of 
my knowledge there is no resident representative stationed perma- 
nently in Nicaragua or Costa Rica. 

The U. N. program is so small in those countries that they simply 
have not felt that it was feasible to provide a permanent resident 
representative, Hence, in those two countries, there is only a handful 
of U. N. experts. 

[ found this situation in one other Central American country this 
winter. The U. N. activity is a very small fragment of total technical 
assistance, It is simply not justifiable dollars and cents wise to assign 
a full-time chief of mission or resident representative. 

There are occasionally such problems. 1 found, however, the ex- 
perts within the U. N. program in the countries I visited did have 
personal and frequent contacts with the 3 or 4 U. N. experts there. 

I am glad to have you bring this to our attention. Nicaragua and 
Costa Rica? 

Mr. Wriu1ams. I think that is right. 

Mr. Putiures, We will look into that. 

Chairman Ricuarps. In line with that, with what Mr. Vorys and 
Mr. Williams have said, I had gotten the impression there was a 
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general lack of coordination between those agencies, particularly 
certain places in the Middle East. 

I got the idea that one organization didn’t fool with the people in 
the other. I couldn’t see evidence of these people working together. 
It may be there. 


Mr. Priurrs. I am interested and distressed to hear what you say 


about Iran. We had always felt that there was very excellent. coordi- 
nation in Iran 


(The i tlawsine additional information was furnished by the De- 
partment of State :) 


COORDINATION BETWEEN UNITED NATIONS EXPANDED TECHNICAL ASSISTANCE PRo- 
GRAM AND UNITED STATES FOREIGN OPERATIONS ADMINISTRATION FIELD MISSIONS 


EXCERPTS FROM MESSAGES FROM UNITED STATES FIELD MISSIONS ON UNITED STATES- 
UNITED NATIONS COORDINATION 
From USOM/Iran. 

February 12, 1955: 

“13. Through Dr. Marcel DeBaer, resident representative of the Secretary- 
General of the United Nations, and the heads and members of various United 
Nations organizations having technical programs in Iran, the mission has collabo- 
rated on many projects in which these agencies and the mission were at work 
with the agencies of the Government of Iran. In addition, through constant 
contact, Dr. DeBaer and officials of the mission have coordinated technical work 
in which the bilateral and the multilateral programs have been involved.” 

February 16, 1955, American weekly staff meeting, February 8, 1955: 

“* * * Tt has been a great pleasure for me to know Dr. DeBaer, and our 
organization has been able, because of his diplomacy and goodwill, to work with 
him and the U. N. in close harmony * * *, 

“* * * T quote the airgram we sent in part; ‘June 5, 1952, to Washington: 
This replies to circular airgram which asked we send a more complete statement 
of relationship with the United Nations here. This question is a pleasant one 
to answer, for one of the most fruitful aspects of work here has been the full 
and free partnership of U. N. and this mission in their united efforts to assist 
the Iranian Government and its people during this trying period of economic 
and technical distress. And we know our effort to build a partnership is suc- 
ceeding. All of us, Iran, U. N., and this mission, are working under unusual 
circumstances—but within the limits of these circumstances, there is much 
evidence to make us feel that a thoroughgoing integration of work is progressing 
well.’ 

“Since that time, Dr. DeBaer, some 3 years now past, at no time has this full- 
hearted genuine spirit of joining together to help Iran ever faltered * * *.” 
From TCM/New Delhi. 

June 2, 1955: 

“1. Attached is the summary requested by ref (A) of those technical coopera- 
tion projects of FOA, U. N., and other agencies in the same fields of activity. 
As comparison of these projects will indicate, there is no duplication among the 
agencies concerned. 

“2 The keywords underscored in the summary will point up the distinctions 
between the FOA projects and those of the U. N. and other agencies. These 
distinctions fall into the following main categories: 

“(a) Equipment supplied by FOA serves different purposes from that provided 
by other agencies. 

“(b) Technicians provided by FOA have different specialties from those pro- 
vided by other agencies. 

“(c) In the small minority of cases where the same type of technician or 
other assistance appears involved, the assistance provided by FOA is for different 
government organizations, programs and/or geographical areas. 

“8. While the projects can be readily distinguished on the above basis, there 
are at the same time close complementary relationships among them. FOA 
and other agencies may assist on different aspects of the same projects, reflecting 
the special facilities which the United States, or the country sources available 
to the other agencies, may have for assistance for the particular purpose. The 
magnitude and complexity of India’s needs for technical assistance are such that 
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it must draw upon all available sources for such assistance. The interagency 
consultations which have been held by TCM since the inception of the United 
States aid program have served not only to avoid duplication but also to assure 
effective complementary relationships among their activities. These interagency 
consultations, particularly with UNTA, are now being further developed.” 

From FOA/Bogota, Colombia. 

April 26, 1955: 

“At the termination of the discussion it was agreed that there was no duplica- 
tion of efforts but on the contrary great possibilities for the various technicians’ 
complementing each others’ efforts and closely collaborating, as well as of taking 
advantage of basic experience obtained previously in certain fields.” 

From United States Operations, San Salvador. 

April 12, 1955: 

“USOM/ES maintains continual liaison with all regional and country activities 
o* U. N. and specialized agencies, of OAS, ECLA, and of private organizations, 
principally through chiefs of field party. The latter are closely in touch with 
other agencies’ activities in their respective fields and are responsible for coordi- 
nation and avoidance of duplication, in cooperation with the local officials who 
are responsible for actual administration and execution of recommendations by 
United States, United Nations, and other advisers.” 

From Mexico, D. F., Mexico. 

June 8, 1955: 

“The USOM and the UNTAB have no conflicting or duplicating programs al- 
though there are several areas in which both agencies have projects.” 

From Amman. 

May 14, 1955: 

“The agencies operating in Jordan are the UNRWA, the Development Board, 
and few specialized agencies of the U. N. UNRWA’s work is mainly relief and 
rehabilitation, the Jordan Development Board concentrates mainly on credit 
operations, roads, railways, airports, and ports, and the specialized agencies 
offer the services of few advisers but no money commitments are involved. 

“The work of the different agencies has been lined up and coordinated by 
Jordin’s 5-year plan that was prepared by the Jordan Government in conjunc- 
tion with representatives from all agencies operating in Jordan.” 

From USOM/Libya. 

May 26, 1953: 

‘Representatives of United States and UNTA serve on the planning committees 
which advise the Libyan Government on its program of economic and social de- 
velopment. So, although there are both UNTA and United States technicians 
interested in the same fields of activity, special care is taken by both parties to 
prevent duplication of effort.” 

From USOM/Saigon. 

June 3, 1955: 

“1. Coordination to avoid duplication is achieved at the working level between 
USOM division chiefs and U. N. or Colombo country counterparts. Countrywide 
coordination is also a responsibility of the American Aid Committee (officially 
Foreign Air Committee) og the Vietnamese Government.” 

From FOA/Taipei. 

April 11, 1955: 

“In the name of malaria control the WHO effort is integrated with and a vital 
part of the FOA project. In all other means the U. N. activities are related to 
and in the same field of activity as FOA projects but are not directly connected 
nor do they overlap in objections or operations. However, FOA and U. N. activi- 
ties are closely coordinated and excellent working relationships exist between 
FOA and U. N. technical personnel 
From Nicaragua. 

January 3, 1955: 

“WHO and PASB are establishing a field party in Nicaragua to carry out a 
program in rural health. To date, close cooperation between this group and 
FOA have been possible and is expected to continue.” 

April 29, 1955: 

“The UNESCO group in fundamental education, headed by Dr. Freire, were 
invited to visit the (FOA) workshop for urban teachers in Matagalpa during 
the month of March. Their technicians and the (FOA) rural education tech- 
nicians held a discussion in regard to the work each group is doing and what 
obstacles they are encountering. Ways of cooperation were discussed. 
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“The WHO group continued to make basic plans for a demonstration area. 
Close cooperation with this group is being maintained by the health and sani- 
tation field party.” 

From Costa Rica: 


In a survey of technical assistance activities in Costa Rica, the American Em- 
bassy renorted in January 1955, that relationships between the United States and 
United Nations programs have been cooperative. In a later report, the Embassy 
reported that in February 1955, monthly meetings had been started, including 
representatives of multilateral, bilateral, and national government agencies in 
the field of public health and closely related areas. In April, the FOA mission 
submitted a description of the FOA projects in fields in which the U. N. agencies 
are also furnishing assistance. There are three such projects. In each case, the 
U. N. agencies are carrying out distinct and separate activities in the field. 


The countries I have visited recently have been mostly in Latin 
America. I have been pleasantly surprised at the degree of coordi- 
nation that does exist. In general, there is so much to be done in 
these countries it is difficult to see how any reasonably intelligent 
people who know their work, as these experts do, and as the leaders 
of the United States and United Nations program do, could dupli- 
cate activities. 

I say most earnestly that the machinery, the consultative process 
which has been established, is excellent. There are bound to be 
in a program as large as this, local programs, instances from time to 
time in which this sort of thing will arise. I don’t know, human 
nature being what it is, how an occasional instance of duplication 
can be avoided. We do our best to follow these. 

Chairman Ricrarps. Thank you, Mr. Phillips. We will take the 
next witness. 

Mr. Vorys. Could TI ask one question on the UNREF proeram? 
How many of the 300,000 refugees referred to in the UNREF pro- 
gram are in Germany? It is not broken down in our book. 

Chairman Rricnarps. We have three more witnesses this afternoon. 
We have Mr. Warren with us of the refugee relief program. 

Mr. Priuures. If I may, Mr. Chairman, I shall now testify on 
another United Nations program. 

Chairman Ricwarps. T hope you will abbreviate it. Then we will 
ask you any questions on it. 

Mr. Proaures. I would like to submit a somewhat longer statement 
for the record. 

Chairman Ricnarps. It will be placed in the record at this point. 

(The material referred to is as follows:) 


UnttTep NATIONS REFUGEE FUND 


I anpear before this committee on behalf of an authorization of $1.4 million 
for United States support of the United Nations Refugee Fund. The United 
Nations High Commissioner for Refugees was authorized to undertake this 
program by the General Assembly in a resolution adopted October 21, 1954. 

This new fund to which contributions are voluntary is designed as a deter- 
mined effort to bring to a close within the next 4 years the period of inter- 
national assistance to certain groups of refugees who remain unassimilated. 
There are approximately 300,000 refugees who have not yet been absorbed into 
the economies of their countries of residence, principally Germany, Austria, 
Greece, and Italy. 

This program is aimed primarily at integrating the refugees into the economies 
of the countries where they now live. It is described as a permanent-solutions 
program because it is planned to enable those to be assisted to become self- 
respecting, self-supporting, and productive members in their communities. In 
addition, it will provide placement in institutions for those too old, too sick, 
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and too disabled to support themselves. Finally, it will provide limited emer- 
gency assistance for refugees mostly in the Middle East and China, who, without 
such aid, face the prospect of starvation or death by disease. 

How will this be done? Among other things the program will provide credit 
for small loans to establish refugees as tradesmen and skilled craftsmen, loans 
to provide for agricultural resettlement and to provide housing in places where 
employment is available, vocational training to enable refugees to develop re- 
quired skills, assistance in finding employment opportunities and in arranging, 
where possible, for emigration. 

What assurances are there that this type of program will be effective? We are 
fortunate that, under a grant of $3.1 million from the Ford Foundation for 
similar purposes, projects of this type were shown to be completely feasible and 
practical. 

Who will carry out the program? Most of the actual operation of the pro- 
gram will be carried out by voluntary agencies such as the National Catholic 
Welfare Conference, the World Council of Churches, the Lutheran World Federa- 
tion, the American Joint Distribution Committee, the American Friends Service 
Committee and the World Alliance of YM-YWCA. These agencies and others 
like them are well established organizations which have demonstrated their 
special competency to carry out such work effectively. 

This was recently demonstrated by the way they carried out projects financed 
by the Ford Foundation. They spend their own limited funds on such projects. 

The United Nations High Commissioner for Refugees will administer the pro- 
gram under the close policy direction of an executive committee of which the 
United States is a member. The 20 members of the executive committee are 
all governments which abhor the tyranny of communism. Neither the U.S. 8S. R. 
nor any other Communist country is on the committee. They cannot be members 
of the committee because the established criterion for membership is ‘‘a demon- 
strated interest in and devotion to the solution of the refugee problem.” 

How long will the program last? The General Assembly has authorized it for 
a period of 4 years, by which time it is contemplated that international assistance 
for these refugees will have been concluded. 

The General Assembly resolution provides that the governments on whose 
territories projects are undertaken “give assurances that they will assume full 
financial responsibility should any of the refugees within the scope of the pro- 
gram still require assistance at the end of the stipulated period.” 

What will it cost? The 4-year program will cost $16 million of UNREF funds 
which will supplement local contributions. It is estimated that $4.2 million 
will be required for the first year of operation, and the Congress is being re- 
quested to authorize and appropriate for the first year one-third of this amount, 
namely $1.4 million. 

Approximately $3.2 million would be used for permanent solutions and $1 mil- 
lion for emergency assistance including the difficult cases requiring institutional 
placement. Contributions by governments are voluntary. 

In this connection it should also be noted that the General Assembly resolution 
provides that project plans developed should include adequate financial or other 
contributions from sources within the countries of residence. Only 35 percent 
of the total cost of the projects for permanent solutions proposed for the first year 
will be provided from the United Nations Refugee Fund. 

In view of the nature of the remaining refugee problem, the issues it presents 
for the United States and other friendly countries and the statements already 
made by other witnesses it may be superfluous for me to repeat the reasons the 
United States should support this program. I shall do so only briefly. 

First, the United States in countering the spread of communism cannot let it 
be said that the free countries of the world are unwilling to provide adequate 
assistance to persons who, at the risk of their lives, have escaped from com- 
munism. These refugees have fied their countries of birth and refuse to return 
because of fear of political or religious persecution. They have sought refuge 
in the free world. 

We cannot afford to have refugees returning to Communist countries because, 
in view of their experience as refugees, they come to believe the conditions of 
living behind the Iron Curtain are better than in the free world. A freedom 
which is only freedom to exist in misery in a refugee camp is not the kind of 
freedom which the refugees seek or for which we stand. 

Secondly, most of these refugees are now in countries closely linked in interests 
to the United States—Germany, Austria, Italy, and Greece. Their presence 
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constitutes an unusual economic burden on these countries. It is in our own 
self-interest to help these friendly governments solve a problem for which they 
have to assume primary responsibility because of the accident of their geo- 
graphic location. Despite their own commendable efforts they need external 
help. We believe they should receive this supplemental assistance to reduce the 
drain which the refugee problem makes on their economic and political strength. 

Thirdly, the American people and the United States Government have never 
been, and I trust never will be, indifferent to human suffering. Our strength lies 
in the practice of our moral principles. Seventy-seven thousand of the people 
for whom permanent solutions are being sought are living in camps—poorly fed 
and badly housed and, worse, with no opportunity to improve their lot. Many 
have been there since the end of World War II—10 years of hopeless existence. 
This situation remains a blot on our western civilization. 

United States support is necessary to make this program a success. 


Chairman Ricnarps. Any other document that the gentleman 
wishes to place in the record, we will insert at this point. 

Mr. Puitzirs. I would like to give a brief statement summarizing 
the request for an authorization 

Chairman Ricwarps. How long will it take? 

Mr. Puiiuirs. About 5 minutes. This is testimony in support of 
the request for the authorization of $1,400,000 for the fiscal year 1956 as 
the United States contribution to the United Nations Refugee Fund 
during calendar year 1955. 

The United Nations Refugee Fund, better known as UNREF, was 
established by a General Assembly resolution last October. Its es- 
tablishment marks the beginning of a concerted 4-year effort by the 
United Nations to find a permanent solution to the problem posed 
by some 300,000 unassimilated refugees within the mandate of the 
United Nations High Commissioner on Refugees. 

The fund consists of voluntary contributions both governmental 
and nongovernmental. This General Assembly resolution which es- 
tablished the Refugee Fund specifies that the governments of asylum 
will assume financial responsibility if any refugees within the scope 
of this program still require assistance at the end of the 4-year period. 

This is called a permanent solutions program because its major ob- 
jective is to assimilate these refugees into the countries in which 
they now reside, to make them useful, constructive members of society, 
and to rekindle hope in their own futures. 

It is a self-help program. International funds combine with local 
funds to provide the small assistance necessary to give the refugee 
the start on the road to being a selfrespecting human being. It pro- 
vides for institutional care for those who are too sick to support 
themselves. 

Finally, it provides limited emergency assistance for European 
refugees, mostly in the Middle East and China, who without some such 
aid face the prospect of sure starvation and death by disease. 

The refugee problem in the world is still a big one. Under present 
world conditions we believe it is a continuing one. 

Despite the excellent work which is being done by the United States 
escapee program, and the work of the Intergovernmental Committee on 
Migration, there still remain thousands of refugees and people who for 
various reasons will not be assisted by any governmental or intergov- 
ernmental program. 

The most tragic of these refugees are those who 10 years after the 
war still live in camps under the most wretched conditions. 

Mr. Chairman, I visited some of those camps, and I am sure mem- 
bers of your committee have visited them. You cannot come away 
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es 


without a feeling of extreme depression. There are about 77,000 peo- 
ple in these camps today in Austria, Greece, Germany, and Italy. 

The solution to the problem of these camp refugees is the No. 1 
priority of the High Commissioner’s program of permanent solutions. 

You may wonder just what is meant by “permanent solutions.” 
Very briefly, and among other things, it means providing credit for 
small loans to establish refugees as tradesmen and skilled craftsmen, 
loans to provide opportunities to equip and purchase farms, obtaining 
houses where employment is available. 

It also means vocational training to enable refugees to develop re- 
quired skills in the trades and professions. 

(The remainder of the statement is as follows :) 


It provides assistance in employment opportunities and arranging, where 
possible, for immigration. 

Most of the actual operation of the program will be carried out by voluntary 
agencies such as the National Catholic Welfare Conference, the World Council 
of Churches, the Lutheran World Service, the American Joint Distribution Com- 
mittee, and the American Friends Service Committee. 

The United Nations High Commissioner will administer the program under 
the close policy direction of an executive committee in which the United 
States is a member. The 20 members of the executive committee are all 
governments which abhor the tyranny of communism. Neither the U. 8. 8. R. 
nor any other Communist country is on the committee. They cannot be mem- 
bers of the committee because the established criterion for membership is ‘a 
demonstrated interest in and devotion to the solution of the refugee problem,” 

The 4-year program will cost approximately $16 million. It is estimated 
that $4.2 million will be required for the first year’s operation. 

Of this sum, approximately $3.2 million will be used for permanent solutions 
and $1 million for emergency assistance. It should be borne in mind that for 
every dollar expended by the High Commissioner from his fund, approximately 
$2 will be available to the program from sources within the countries in which 
the refugees now reside. 

There are three major reasons why the United States should support the 
High Commissioner’s program. First, the United States in countering the 
spread of communism cannot let it be said that the free countries of the world 
are unwilling to provide adequate assistance to persons who at the risk of 
their lives have escaped from communism. We cannot afford to have refugees 
returning to Communist countries because, in view of their experience as refu- 
gees, they come to believe the conditions of living behind the Iron Curtain are 
better than in the free world. A freedom which is only freedom to exist in 
misery in a refugee camp is not the kind of freedom which refugees seek or 
for which we stand. 

Secondly, most of the refugees affected by this program are now in countries 
closely linked in interest to the United States—Germany, Austria, Italy, and 
Greece. Their presence constitutes an unusual economic burden on these coun- 
tries. It is in our own self-interest to help these friendly governments solve a 
problem for which they have to assume primary responsibility because of the 
accident of their geographic location. Despite their own commendable efforts 
they need external help. 

Thirdly, and I think most important, the American people and the United 
States Government have never been, and I trust never will be, indifferent to 
human suffering. Our strength lies in the practice of our moral principles. 
Seventy-seven thousand of the people for whom permanent solutions are being 
sought continue to live in camps—poorly fed, badly housed, and with little or no 
opportunity to improve their lot. Many have been there since the end of World 
War II—10 years of hopeless existence. This situation remains a blot on our 
western civilization. 

Gentlemen, for these reasons I believe the program deserves the support of 
the United States. I earnestly hope that your committee will act favorably on 
the administration’s request for an authorization of $1.4 million as a United 
States contribution to the program for calendar year 1955. 


Chairman Ricwarps. Mr. Phillips, I am sure the whole committee 
has deep sympathy for this refugee situation. We have had it before us 
a good many times before. 
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I assure you that their plight will be given serious consideration. 
Do any members want to ask any questions? Mr. Vorys. 

Mr. Vorys. I want a breakdown of where these refugees are lo- 
cated and in what countries. 

Then I also want to remind the committee and those who are con- 
nected with the United Nations that the chairman and I in a little trip 
that we took last fall saw countries where there are approximately 
24,192,000 refugees. We didn’t see them all but they were in the 
countries that we visited through Asia and the Far East. 

Everything I say might apply to that 24 million. We are helping 
to support a whole lot of them directly and indirectly, and I think 
we are being asked to take » very big share in this proposal involving 
300,000. 

(The information is as follows :) 


NUMBER AND DISTRIBUTION OF REFUGEES AND ESTIMATED BENEFICIARIES OF UNREF 
PROGRAM 


1. Number and distribution of refugees: 





Estimated 
Number in | number of 
Country official | unplaced 
camps difficult 
cases 





Ress 


Sr ywerwye 
SSSSSSSsse 


12, 000 
317, 000 














1 An estimated additional 30,000 are living in unofficial camps and barracks in Austria. 
2. Target beneficiaries first year of program (1955) : 


Permanent solutions 
Difficult cases 











3. Estimated results of 4-year program: 


Permanent solutions 110, 000 
Difficult cases 6, 000 
Emigration 80, 000 
Spontaneous assimilation 95, 000 

France 

Germany and Austria 

Other Europe 


291, 000 
26, 000 


317, 000 


* The current program provides only for placement of difficult cases and emergency assist- 
ance in the Near East and China. It does not provide for a permanent-solutions program 
of these areas. Therefore, no estimate of the effect of the 4-year program, other than place- 
ment of difficult cases, can be made at this time. 
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Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketiy. Mr. Chairman, this is a United Nations program but 
excludes some of the members of the United Nations; is that correct? 

Mr. Puiures. I am not quite sure I understood. 

Mrs. Keuxiy. It excludes participation by the U.S. S. R.? 

Mr. Putuies. By the language of the resolution establishing the 
Executive Committee, in effect. 

Mrs. Ketity. We have another program like ICEM? 

Mr. Puittirs. Yes. 

Mrs. Ketiy. Would it be possible to enlarge the ICEM, and, if 
so—— 

Mr. Purtxuies. I don’t believe it would. ICEM, the Intergovern- 
mental Committee for European Migration, is concerned with a 
different problem. It is concerned, and I don’t wish to speak as an 
authority, because Mr. Warren will testify later, with moving surplus 
populations from overpopulated areas of the world to underpopulated 
areas. 

To the extent that it moves some refugees, that is good and helpful. 
It is not, however, set up primarily to deal with refugee problems. 

Mrs. Ketty. It deals with practically the same countries. 

Mr. Puiuies. In my opinion, they are set up for two totally differ- 
ent purposes, 

The High Commissioner’s program is concerned primarily with 
making these people productive and useful citizens where they are 
now located rather than trying to move them to other parts of the 
world. 

Chairman Ricwarps. I would remind the committee and witnesses 
it is almost 4 o’clock, and that we have about 5 more witnesses to 
hear this afternoon. Dr. Judd. 

Mr. Jupp. Mr. Phillips, in your statement you talk about the 300,000 
refugees, approximately, who are in 4 European countries. You make 
no reference to 3 times that number of refugees in South Vietnam, 
for example. Doesn’t this organization have any plan for that group ? 
They are a good deal more needy. It is bad to be in camps, but it is 
worse not to have even a camp. 

Mr. Puituirs. Dr. Judd, I don’t think anybody has a deeper sympa- 
thy for the plight of the refugees, not only in Vietnam, but in Hong 
Kong and other areas of the Far East. 

Unfortunately, the mandate of the High Commissioner was worded 
in such a way that without General Assembly action it is not possible 
to include many other refugees in different parts of the world. 

I was representing the United States on the High Commissioner’s 
Executive Committee last April. This matter was discussed at that 
time. I personally discussed it with the representative of the Chinese 
Government, who participated as an observer. 

On behalf of the United States, I cosponsored with three other coun- 
tries a resolution which he suggested in order to keep alive the prob- 
lem posed by these Hong Kong refugees. 

It was agreed by all concerned that short of a General Assembly 
amendment to the mandate of the High Commissioner it simply was 
not possible to include them. To include them would also have greatly 
increased the cost of the operation. 
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Mr. Jupp. I have been told, I just want to know if it is accurate, 
that when that original basic mandate was determined the United 
States itself opposed a larger mandate than just for European re- 
fugees. 

Mr. Pures. I could not speak with any personal knowledge. 
That was before my time. 

Mr. Jupp. Somebody in the United Nations office with whom I was 
talking said, “The United States Government prevented us from hav- 
ing a larger mandate.” 

Mr. Puiuirs. It is news to me. 

Mr. Jupp. I would like that cleared up by somebody. 

Might we ask somebody to testify on that subject¢ Mr. Warren 
is here. 

Chairman Ricwarps. Will you come forward, Mr. Warren? 


STATEMENT OF GEORGE WARREN, OFFICE OF REFUGEE RELIEF 
PROGRAM, DEPARTMENT OF STATE 


Mr. Warren. I believe I was the United States representative in 
Committee 3 of the United Nations when the statute of the High Com- 
missioner’s Office was adopted. 

You must realize that the United Nations has concern solely for re- 
fugees who are outside their own country, who are in conflict with their 
own government. 

The refugees in Vietnam, and some of the other 24 million refugees 
in Asia and the Far East, are nationals of their own governments and 
on their home areas, although in a different area than when they lost 
their homes. 

For instance, the Vietnam refugees are still in their own country. 
But they are in the south rather than in the north. They are nationals 
of their own country and protected by their own Government. 

The Chinese refugees in Hong Kong are in a very special category, 
are a very special problem. The point is that the United Nations has 
responsibility for providing protection for those who lack the protec- 
tion of any government. An American can get protection abroad by 
his own Government. 

These refugees for whom the United Nations accepts responsibility 
have no government to protect them in a country foreign to their own. 

When you get into the question of assisting the Vietnam refugees, 
for instance, just to illustrate the difference, and I believe FOA is so 
assisting them, you find generally those situations are so large in 
volume, in terms of numbers of refugees, that it is more a matter of 
economic assistance to the country involved than it is a case of assisting 
refugees. 

Mr. Jupp. That also applies to the North Koreans who are refugees 
in South Korea ¢ 

Mr. Warren. They are in their home country. 

Mr. Jupp. That answers my question on that. It doesn’t in the case 
of Chinese refugees in Hong Kong. You have said, Mr. Phillips, that 
our moral standards require that we support this program. I think 
it is utterly immoral and just about as shortsighted as anything 
imaginable, for us from a practical standpoint to be appropriating 
money annually for white refugees in Europe when in Hong Kong 
there is the largest and neediest refugee group in the world and the 
U. N. does nothing at all for them. They are not on their own coun- 











MUTUAL SECURITY ACT OF 1955 459 


try’s soil. They are on British soil. I ran across the natural reaction 
in Asia. When the showdown comes, you always look after white 
people first. 

Weare losing ground in Asia, not in Europe. I question whether we 
aren’t doing more harm than good from the standpoint of our national 
interest, as apart from the good that is done to the individuals assisted, 
when we support a program that is limited pretty much to 300,000 
white refugees in four European countries. 

Mr. Morean. Who heads that program? Who is the High Com- 
missioner ¢ 

Mr. Puiutrs. Dr. Von Heuven Goedhort. He was formerly the 
Minister of Finance of the Netherlands. He worked in the under- 
ground during the war and escaped from Holland and made his way to 
London just before D-day. 

Mr. Morean. That isa 4-year program ? 

Mr. Puiuuirs. Yes. 

Mr. Morean. In the unsettled conditions of the world is there any 
chance of this growing into another permanent organization ¢ 

Mr. Puituirs. There is a specific provision in the resolution estab- 
lishing the program, which says that the governments which are 
heing aided by this program must give assurances, and they have so 
done, that they will assume full financial responsibility should any of 
the refugees within the scope of the program still require assistance 
at the end of the stipulated 4-year period. . 

In other words, Mr. Chairman, I think the answer to the question 
is that in establishing this fund it was clearly the intent of the United 
Nations, certainly of the United States, that this should be a final 
effort to solve the difficult problem posed by this limited group of 
refugees. 

As far as the United Nations is concerned, with respect to these 
refugees they would then become the responsibility of the asylum 
governments. 

Mr. Morgan. The appropriation is $1.4 million ? 

Mr. Putuies. Yes, sir. 

Mr. Morgan. Is the total annual United Nations budget $4.2 
million ¢ 

Mr. Puiuirs. The anticipated expenses of the refugee fund in the 
first year of operations will be $4.2 million. 

Mr. Morgan. And ourselves is $1.4, one-third of that ? 

Mr. Putuures. Yes. 

Mr. Carnanan. The Doctor has just asked the question I had in 
mind. Our contribution is one-third of the contribution, and he says 
that itis. Thank you, Mr. Chairman. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Fuuron. Dr. Judd has brought up a question of policy. Pre- 
viously, because Europe had been put first, the Far East on our United 
States foreign aid fund had take a minor share. 

For this year the Eisenhower administration recommends that of 
total direct foreign aid by the United States, the Far East now get the 
major share. Some of us, of course, have said that Latin American 
countries are still the orphan children, and should receive more con- 
sideration in our United States foreign assistance programs. 

The question of policy is this: Isn’t it better for the United States, 
where we have questions of foreign policy bound up with refugees, 

63245—55——30 
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to put the money up directly on a straightforward policy basis rather 
than through an indirect method through the United Nations? 

In the Far East, as far as refugees are concerned, the United States 
is bearing its fair share, and doing it directly, while this program for 
refugees under the U. N. is the tag end of the world wars and the 
subsequent refugees problems. Is that not the difference? 

Mr. Putuups. This is very true. I would like to add further, al- 
though this is not connected with the program we are considering, 
that the United States is contributing substantially to the welfare of 
many refugees in the Far East. 

As a representative of the United States at the meeting of the U.N. 
High Commissioner last April, I pointed out that the United States 
concerned itself with the welfare of millions of refugees, not merely 
in Europe but in Asia, particularly. 

Mr. Fuuiron. We are cooperating directly for refugee assistance 
from our mutual-aid funds in Asia, where in Europe we are doing it 
indirectly through the United Nations in this small amount. 

Mr. Puiiurres. We are using both methods, that is correct. 

Mr. Jupp. We haven't been giving any aid to the refugees in Hong 
Kong except through some surplus food and some contributions for 
relocation of a few intellectuals—all through unofficial organizations, 
largely supported by private contributions. The largest single and 
neediest group—— 

Chairman Ricuarps. We could make some of those speeches on the 
floor. 

Mr. Jupp. I would like to have it in the record here. 

(The following letter was submitted for the record :) 


UNITED STATES MISSION TO THE UNITED NATIONS, 
June 14, 1955. 
Hon. JAMES P. RIcHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 


Dear Dick: I know that included in the foreign-aid bill is an item for a 
permanent solutions program for refugees in Europe. I heard this plan dis- 
cussed by the United Nations High Commissioner for Refugees at the last Gen- 
eral Assembly meeting of the United Nations and was struck by the sound reason- 
ing behind this solution. 

It has been worrying me for some time that there are still several thousand 
refugees left from the closing days of World War II who, for one reason or 
another, have either been unable to emigrate to other countries or are still 
unassimilated in the countries of their residence. 

This program of permanent solutions over the next 4 years with a final closing 
of this phase of refugee work seems to me to make a good deal of sense. 

I am taking the liberty of writing you as I have just returned from a visit to 
Germany and in talking to many of the refugees there, both the group that has 
been permanently settled and those still in refugee camps, became aware of the 
high-powered campaign being put on by the Communists to urge these refi'gees 
to come back to the Soviet zones. It struck me forcibly that we are spending 
millions in the field of propaganda to tell the people behind the Iron Curtain 
about the way of living of the free world and the good conditions outside the 
Iron Curtain and are not concerning ourselves enough with seeing that these 
people find some sort of settlement after they escape. 

Therefore, any program like this which assures a settlement of these people 
in the countries where they are now in camps certainly should help to deter 
this effective propaganda being made to these groups in promising them their 
jobs and security if they return to the Iron Curtain countries. 

I do hope the sum being asked as the United States share in this program will 
be approved by Congress as a whole. 

Sincerely yours, 
Mrs. Oswa.p B. Lorn, 
United States Representative on the Commission on Human Rights. 
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Chairman Ricuarps. We will proceed with the next witness. 

Mr. Puiutrs. May I present Dr. Eliot. 

Chairman Ricuarps. I would be delighted to have you present her. 

Mr. Pau. This item is on page 559 of the book before you. 

Mr. Puitums. Mr. Chairman, I would simply like to say this before 
Dr. Eliot discusses the UNICEF program in detail. I know she 
needs no introduction. I would simply like to reaffirm the support 
of the executive branch, and particularly the State Department, for 
this very excellent program, the United Nations Children’s Fund. 

Our support of and leadership in this program have been a primary 
factor, I think, in the outstanding record of UNICEF, and have con- 
tributed greatly to the success of ‘the program. 

The efforts of the United States, I think, are recognized and appre- 
ciated by the countries receiving the assistance and have engendered 
much goodwill for the United States. 

I simply want to have it stated for the record that the executive 
branch strongly endorses continued support of this program. I am 
sure Dr. Martha Eliot, who is Chief of the Children’s Bureau, needs 
no introduction. I will now turn over the testimony to Dr. Eliot. 

Chairman Ricwarps. Dr. Eliot, we are glad to have you with us 
again. Do you have a prepared statement ? 

“Dr. Exsor. Yes. 


Chairman Ricuarps. Do you wish to read it? 


STATEMENT OF DR. MARTHA ELIOT, CHIEF, CHILDREN’S BUREAU, 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


Dr. Ex1or. No; I would like to have the statement submitted for 
the record. 


Chairman Ricuarps. We will be glad to do that. As we always do 
with your statement, we will read it carefully. 
(The statement referred to is as follows :) 


It is a pleasure, Mr. Chairman, for me to appear before this committee again 
to report to you on the outstanding work being done by the United Nations 
Children’s Fund, more commonly known as UNICEF, in connection with the 
request of $14.5 million, which is pending before the committee. 

I have followed the activities of UNICEF closely from the beginning, and I 
can truthfully say that despite its remarkable record in the past, its influence 
is stronger and more widely felt and its accomplishments are greater than ever 
before. 

In 1954 programs aided by UNICEF reached more countries and more children 
and mothers than in any previous year. During the year UNICEF assisted 
250 programs in 88 countries and territories, as compared to 200 programs in 78 
countries and territories in 1953. 

More than 28 million children and mothers benefited from the mass health 
and long-range feeding programs in 1954, as compared to 21 million in 1953. 
In addition, many more children and nursing and pregnant mothers received 
benefits from the maternal and child-welfare centers aided by UNICEF. Aid 
has now been approved for over 7,000 of these centers, mainly in rural areas. 

The centers are on a very modest, and often primitive, basis; but to peoples 
who have had no health services or facilities whatsoever, they stand out as a 
beacon of hope for success in the continuing struggle against infant mortality 
and disease. 

These figures are impressive; yet, like all statistics, they are cold. They can- 
not begin to portray the warmth and hope and vigor that UNICEF has kindled 
mong the needy and disease-stricken children of the wor!d. 

I think that it is important to emphasize that in no sense is UNICEF a give- 
away program. On the contrary, it is a self-help program. A project assisted by 
UNICEF is a cooperative venture in which funds contributed by UNICEF 


are 
‘matched” in local resources by the assisted governments. 
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There are good reasons for this emphasis on self-help. The countries respond 
more favorably and better and more lasting results are achieved when things are 
done with them and not merely for them. Furthermore, this cooperative ap- 
proach emphasized by UNICEF has awakened in the peoples receiving help a 
sense of pride and importance which has motivated them to action well beyond 
that which could be accomplished through governmental action alone. 

Secondly, UNICEF could not do everything even if it set out to do so. The 
resources available for international assistance are far too inadequate to meet 
the immense needs in the field of child health and welfare throughout the world. 

UNICEF’s role is not to assume responsibility itself for instituting and con- 
ducting child health and welfare programs but to encourage and assist individual 
governments in developing their projects and expanding their efforts in this field. 

Again, child needs are so great that UNICEF necessarily restricts its activities 
to a limited number of these needs. UNICEF concentrates on problems toward 
the ultimate solution of which the governments themselves can contribute most 
effectively from their own resources, especially in workers, where international 
aid can initiate the greatest improvement. 

These areas are principally: (1) Basic maternal and child health training and 
services, including the establishment of rural health centers and clinics and the 
training of nurses and midwives; (2) mass health campaigns against such crip- 
pling and killing diseases as malaria, yaws, tuberculosis, trachoma, and leprosy ; 
and (3) activities to improve nutrition, including long-range child feeding pro- 
grams and the increased production and use of milk. 

The concrete results of these UNICEF programs have been experienced by 
children and mothers even in the remotest villages. The productive energy of 
niany persons, formerly blunted by hunger, poverty, and disease, has been re- 
leased and channeled to constructive uses. 

From the above it can be seen that the main emphasis of the UNICEF program 
is to help the underdeveloped countries in the development of their own per- 
manent programs aimed at solving problems of maternal and child health that 
have afflicted generations of their children. 

UNICEF also uses a limited amount of its resources to provide emergency 
ussistance for the victims of catastrophes such as earthquakes, floods, droughts 
und famines, where the welfare of the child population is seriously affected. Such 
aid is in the form of food, clothing and blankets. In 1954 emergency assistance 
constituted approximately 17 percent of total UNICEF program assistance. 
This is in contrast to the 76 percent expended on emergency aid in the early 
years of the fund. 

The United States has always contributed generously to the Children’s Fund. 
In the 8 years of the fund’s existence this Government has contributed a total 
of $105,531,000. Other governments, I am pleased to say, have responded very 
well to the fine example set by the United States. 

In 1954, a total of 60 governments other than the United States pledged or 
contributed to the central account of UNICEF, as compared to 53 in 1953, and 39 
in 1952 and 34 in 1951. 

The amount of contributions from other governments has increased from $4.6 
million in 1958 to $5.3 million in 1954—an increase of over 15 percent. Indica- 
tions are that there will be a further sizable increase in 1955. As of May 15, 
for example, 41 other governments, including 6 which had not previously con- 
tributed to the Children’s Fund, had pledged a total of $4.36 million, or an 
increase of 7.6 percent over the combined pledges of these governments for 1954. 
A number of governments have still to make their pledges for 1955. 

Of even more importance than their contributions to the central account are 
the increasingly large sums which the governments receiving aid are contributing 
to projects in local currencies and in such other forms as local personnel, serv- 
ices, transportation, and locally available supplies, equipment, and facilities. 

Of the total contributions that go into UNICEF-aided programs, only about 
one-third are provided through the central account. These local contributions 
comprise the remaining two-thirds. 

In 1954, for example, the recipient governments contributed $32.5 million in 
local contributions. 
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Since other governments than the United States also contributed $5.5 million 
to the central account, the resultant proportion of the United States contribution 
to total Government contributions to UNICEF from all sources is only 18 percent. 

The request of $14,500,000 for UNICEF, which is now before you, is for the 18- 
month period from July 1, 1955, to December 31, 1956. Of this amount $4,800,000 
would be applied to the last 6 months of calendar year 1955, which, together with 
the $4,200,000 already appropriated, would result in a total of $9 million for 
the full calendar year; and $9,700,000 wuld be for calendar year 1956. 

The reason for the 18-month request is to place the authorization and appro- 
priation of United States funds for UNICEF for a period corresponding to the 
UNICEF program; viz calendar year. Approval of this request would make 
it possible for the United States to make its pledge for the full calendar year 
1956 program prior to the beginning of the year, and would, as a result, facilitate 
the planning and operation of the UNICEF program. 

The current appropriation for UNICEF extends through June 30, 1955, the 
end of the United States fiscal year 1955. The UNICEF program, however, is 
operated on a calendar-year basis, and all other participating governments 
in UNICEF make their pledges for the full calendar-year program. The fact 
that the United States appropriation is on a different basis tends to complicate 
the pledging and contribution of funds by the United States. 

This is particularly true with respect to the percentage question, for it is 
very difficult to apply a percentage figure in the middle of the program year. 
The fiscal year basis of the United States pledge also makes it more difficult 
for the agency to plan its program for the year, since it does not know in 
advance how much the major contributor will give. 

This is a serious problem and the solution is dependent in large measure upon 
the action which the United States Government takes with respect to the 
future authorization and appropriation of funds. 

I would like also to say a few words about the percentage of the United 
States contribution. For a number of years the United States contributed ap- 
proximately 70 percent of the government contributions paid into the central 
account of UNICEF. Since the number of governments contributing to UNICEF 
is increasing and since the financial condition of many of the contributors has 
improved materially in recent years, it did not appear to be in the best interests 
of this multilateral program for any one government to continue to contribute 
such a preponderant share of the contributions to the central account as the 
United States was contributing. 

At the same time, however, this Government is anxious to avoid reducing its 
percentage to such an extent that it will drastically curtail the program. Such 
action would destroy the good will and cooperation which the United States has 
built up through its support of the program. In accord with these objectives, 
the United States percentage is gradually being reduced over the 18-month 
period from July 1, 1954, to June 30, 1955, to 6O percent. 

The proposal before you calls for a continuation of the 60-percent ratio through 
the remainder of calendar year 1955, and a further reduction to 57.5 percent 
in calendar year 1956. We believe that such a reduction is sound and that it will 
not have an adverse effect on the UNICEF program. It does not in any sense 
represent a declining interest in the program on the part of the executive branch. 

In closing, I would like te call the attention of the committee members to the 
new Danny Kaye film about the Children’s Fund, entitled “Assignment Child- 
ren.” Perhaps many of you have already seen this film, but if you haven’t 
1 hope that you will be able to do so. This film portrays very vividly the good 
work that UNICEF is doing in Asia, and it is a far more eloquent plea than can 
be given in words for the continued support of the United States for this wel- 
deserving program. 

The needs of children remain largely unmet in many areas of the world. 
Yet each year, through the inspiration and material assistance furnished by 
UNICEF, with the enthusiastic support and cooperation of the countries con- 
cerned, increasing inroads are being made on unhealthful and unsanitary condi- 
tions; and disease and malnutrition, though still abundant, are in slow but full 
retreat. Millions of children, as a result, will be able to live a better and 
ore productive life, and the foundations of international peace and under- 
standing for the future will be immeasurably strengthened. 
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Dr. Exror. Mr. Chairman, before I start, may I say that Mr. Wen- 
dell Coote of the State Department is here with me and will help on 
questions relating to details that I may not be fully competent to 
answer. 

I would like to say that I am very happy to be here to speak about 
the work of the United Nations Children’s Fund. As you know, it 
is commonly referred to as UNICEF. You will find me referring 
to it in that way, since I have become accustomed to calling it by 
that short name. 

I am here to support the request that is before you for an authori- 
zation at $14.5 million, that it be authorized for appropriation, to 
further the work of UNICEF. 

This amount of money would cover an 18-month period, from July 
1, 1955, to December 1, 1956. UNICEF operates on a calendar year. 
It is important, therefore, to put the authorization and appropriation 
of a United States contribution on a calendar-year basis. I ask that 
because it is very important for the staff of the organization, as well 
as for the UNICEF Executive Board that must make the allocations, 
to know in advance the amount of money that will be available to 
the central account of UNICEF, and also any matching conditions 
that may be set by contributing governments. 

I believe you know that I am the United States representative on 
the Executive Board of UNICEF. I have been able during the past 
many years to follow the work quite closely, and have been very appre- 
ciative of the fact that I was also able to spend 1 week at the present 
meeting of the World Health Assembly in Mexico City, where I was 
able to talk to representatives from many countries with respect to 
the work of the Children’s Fund and its relation to the work of the 
World Health Organization. 

Chairman Ricuarps. This committee had a very distinguished rep- 
resentative at that conference, Dr. Morgan. 

Mr. Morean. Dr. Eliot had left before I got there. 

Chairman Ricuarps. You heard he was coming down, did you ? 

Dr. Error. I was sorry I had to leave. 

I also from time to time, especially in connection with the executive 
board meetings, have an opportunity to talk with the staff of the 
United Nations Children’s Fund. My week in Mexico City gave me 
an opportunity to talk with the staff of the World Health Organiza- 
tion. I also see members of the staff of the Food and Agriculture 
Organization, so that I may see how the total program is developing. 

I find great agreement among representatives from the various 
benficiary countries and, I may say, among the contributing countries, 
that the assistance that comes from UNICEF, which is supported tech- 
nically by staff and experts from the World Health Organization and 
the Food and Agriculture Organization, and in some case by the 
United Nations Department of Social Affairs, is an outstanding con- 
tribution to the health and welfare of the children and families of the 
countries that receive the benefits. 
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I think there is very clear recognition among all these people of 
the interest of the United States Government, and also recognition 
of the material support that the United States Government gives 
to the program. 

In my opinion, the work of UNICEF is progressing satisfactorily. 
During the past year it has expanded and is doing well. 

As usual, I have been able to review in detail all of the proposed 
country projects before they are acted on either by the program com- 
mittee of UNICEF or by the Executive Board of the Organization. 

This puts me in a position of having at least a paper acquaintance 
with all of the projects, and because of my own past experience, some 
better understanding of the work that these various countries are 
doing in behalf of their own children. 

The report that I have submitted gives figures as to the number of 
children and mothers that are reached directly through the health 
and welfare protective services for the treatment of disease through 
this program. 

For instance, it shows that in 1954 there were 250 programs in 88 
countries. These programs reached some 28 million mothers and chil- 
dren in these countries. Many more mothers and children were 
reached through the maternal and child health and welfare centers 
that have not been counted in this figure. 

The 28 million is really a base figure from which we can expand, 
if we were to get detailed accounts from the centers. 

I have with me three charts which Mr. Coote will help me with. 
These are similar to the charts I showed last year. I would like to 
ask that copies of these charts be inserted in the record, as they have 
been in the past. 

Chairman Ricwarps. Without objection, that will be done. 

Dr. Ex1tor. We will supply them. 

Chairman Ricwarps. We will insert them at this point. 
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* THE U.S. CONTRIBUTION IS 61% OF TOTAL CONTRIBUTIONS TO THE CENTRAL ACCOUNT. 


CONTRIBUTIONS OF U.S. AND OTHER GOVERNMENTS IN CY 1954 


Dr. Extor. The chart that Mr. Coote is holding behind you shows 
the shift in UNICEF assistance by geographic areas from the begin- 
ning of the program in 1947-54. 

You will see here that in the early period most of the money went 
to Europe. A small amount went to Latin America. The Asian 
countries also got a relatively small piece. The eastern Mediterranean 
got a relatively larger piece. 

In 1951-53 there was great expansion in the program in Asia. 
There was also considerable expansion in the eastern Mediterranean 
countries. The Latin American countries received a good deal more, 
too. Europe much less. For the first time Africa appears as a notice- 
able segment in the pie. 
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In 1954 the contributions in Asia were increased even more. Con- 
tributions in the eastern Mediterranean countries shrunk proportion- 
ately, largely because of the reduction in emergency programs. In the 
Latin American countries there was an increase. In Africa again 
there was quite a considerable increase, and in Europe a further 
decrease. 

The second chart shows the same allocations but by type of pro- 
gram. The top bar shows the distribution between emergency assist- 
ance (76 percent) and long-range assistance (24 percent) in the early 
years of the program. It was an emergency program to begin with. 

From 1951 on it has been converted into a long-range program of 
health and welfare services for mothers and children. 

You will see in the second bar that most of the program—69 percent 
is to the right of the center, and in the bottom bar, for 1954 the long- 
range program assistance for children in the underdeveloped countries 
has been extended to 83 percent. 

You will see for 1954 26 percent of the money went for maternal and 
child welfare programs, a still larger portion—31 percent—for mass 
health programs, and 26 percent for nutrition and long-range feeding 
programs. 

The third chart that I have illustrates the contributions from the 
various countries in 1954. It shows quite clearly the relationship of 
the United States contributions of the total contributions of this or- 
ganization. The part of this pie that is separated out represents the 
central account of the organization. It shows that the United States 
is contributing 61 percent of the central account. 

The other governments are contributing therefore 39 percent ‘of 
the amount paid into the central account. If we consider the total 
umount spent by all governments in these programs, however, you 
will see that the United States contribution is only 18 percent of the 
(otal. That is the blue segment of this pie. Other governments are 
contributing the remainder. The large piece of the pie in this chart 
represents the local contributions by governments to their own pro- 
grams. ‘These are the matching moneys by the governments that are 
the beneficiary governments. 

The contribution of the United States will be reduced very slightly 
in 1955, in accordance with the plan that was set up last year, to ap- 
proximately 60 percent. It is a very small reduction in this 1 year. 
[t is proposed that our contribution be further reduced to 57.5 percent 
in 1956. 

Mr, Chairman, with your permission, I would like to say a few more 
words with regard to the program, if the time will allow me. 

Chairman Ricwarps. Time is running out, but we always have 
some time for you. 

Dr. Exror. I think we should keep in mind the basic principles that 
underlie the UNICEF program. In the first place, these programs 
are direct action programs in the countries to have a mass effect, and 
they do have a mass impact of far-reaching effect. They are under- 
taken only in response to the request of governments. They are long- 
range programs in very, very large part. 

Under the principle governing UNICEF assistance that was laid 
down by the organization there can be no discrimination in respect 
‘o race, creed, nationality, or political belief. 





470 MUTUAL SECURITY ACT OF 1955 


The aid given is very largely in the form of supplies. A small 
amount is for the training of personnel in the countries. 

The projects themselves are the responsibilities of the government. 
The aim is that these be of such a nature that they can be useful as 
demonstrations within the country and be duplicated and extended in 
the country. 

The United Nations Children’s Fund responds quickly to emergency 
needs when they arise, such as famines, floods, earthquakes, or dr oughi. 
Although the amount of money spent for these emergency needs is now 
relatively small, nevertheless the response is quick. 

The last and the most important principle of all is the matching 
principle, which I have already pointed out in connection with the 
contributions chart. I think it may be of interest to you to know that 
in 1954 for every dollar spent by UNICEF out of the central account 
the countries themselves spent $1.90 in matching funds. I think that 
this shows good p: Taig ang on the part of the benefici ‘lary countries. 

In 1955, we fully expect a larger number of children and preg- 
nant and nursing mothers to benefit than in 1954; perhaps as many 
as 32 million. Ninety countries will probably be participating in the 
program. It is expec ted by the UNICEF administrative staff that the 
tuberculosis vaccination program will extend to 15 million children, 
that malaria protection will reach 8.7 million children, that the yaws 
program will reach 2 million children, and that trachoma treatment 
will reach 1.5 million children. School feeding will be developed this 
year in 36 countries and will reach 7.2 million children. There will 
be more than 7,000 maternal and child welfare centers assisted during 
1955. 

I have spoken of the maternal and child welfare centers in the 
past. I think I need not say much more about them at this point. I 
would, however, like to point out that as time goes on it becomes 
evident that these centers will become the focal point for the followup 
of various campaigns in the health field, such as the control of tuber- 
culosis, the yaws campaign, trachoma campaigns, and for health 
education, and most recently for the development of environmental 
sanitation programs in the villages and rural areas. 

These maternal and child welfare services are the focal point used 
now by the countries themselves for the establishment of better sanita- 
tion. It looks as if there would be 34 countries asking for additional 
centers during this current year. 

I want to speak of two of the mass health programs very briefly. 
In the past, I have referred to a pilot project for leprosy control and 
treatment, the one in Nigeria in Africa. This pilot project has gone 
forward quite successfully. It has been in one region of Nigeria only. 

As you perhaps remember, there are probably 500,000 ai in 
Nigeria, one of the largest numbers of lepers in any country. The 
UNICEF program, in which the World Health Organization j joins, is 
planning to treat approximately 75,000 of these during the current 
program. This program is also being used now to train other work- 
ers. Since the Nigeria program was started, 6 other programs for 
the treatment of leprosy have been started. 

I referred last year to the trachoma control program. This is a 
disease of the eyes that is so serious that it results in blindness fre- 
quently. I refer to two pilot projects I referred to last year, one 
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in Taiwan, one in Morocco. The Taiwan project has gone forward 
extraordinarily well. All the schoolchildren will have been covered 
before the end of 1955. 

In 1956, it is the intention to move forward to the preschool chil- 
dren, getting to them in their own homes. 

In the Morocco program, the success is similar. Large numbers 
of people in Morocco are now learning to treat themselves, so that 
they do not have to depend on the UNICEF program any more. We 
were told in Mexico City by the representative from Morocco that they 
are learning to go to the drugstore and buy aureomycin and use it 
themselves in their own home. The program is having a real impact 
on the trachoma problem in that country. 

Nigeria will also start a program very soon. ‘Tunisia has one on the 
way. Turkey is developing one now and so is India. 

1 would like to go back to the leprosy problem for 1 minute, and 
point out to you that in India there are probably 1 million lepers. 
India is now starting a program, with the help of UNICEF and the 
World Health Organization, to see how it can tackle this problem. 
The Philippines, ‘Thailand, and Paraguay are also developing leprosy 
programs. 

My final remarks I would like to have to do with malaria control. 
I think you are aware of the fact that recent advances in our knowl- 
edge of malaria control and its transmission indicate it is possible 
to eradicate this disease if we really develop the work effectively 
and expeditiously. 

It must be done in any single country quickly over a period of con- 
secutive years to be effective. It is estimated that any given area 
spraying of the houses for 3 consecutive years will in all probability 
control and eradicate malaria from that particular area. it will take 
4 or 5 years to cover a whole country in some cases. 

UNICEF and the World Health Organization have agreed to press 
forward on this eradication program. As we go forward in the 
years to come we will be able to report to you how the eradication 
program is progressing. 

In the past I have reported on the eradication of yaws in certain 
countries. 

Chairman Ricuarps. Thank you very much, Dr. Eliot. Are there 
any questions? Mr. Jarman? 

Mr. Jarman Dr. Eliot, I would be interested in seeing the film 
that you mentioned in your statement, called Assignment Children. 
Can that be seen here in Washington ? 

Dr. Ex1or. That film is now being seen in many parts of the coun- 
try. I am not certain whether it can be seen in Washington at the 
present time. I would be glad to let you know when it is being shown 
here. It is a very interesting film which shows very vividly the work 
of UNICEF. 

Chairman Ricuarps. Dr. Judd. 

Mr. Jupp. Dr. Eliot, at one place you said that the matching con- 
tributions are made by local governments, in another place I under- 
stood you to say by local countries. Are they contributions by the 
governments as ours are contributions by our Government? 

Dr. Exsor. The local contributions which I referred to as the 
matching contributions, are moneys paid out by the local government, 
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the beneficiary government, to develop their own program, which 
are UNICEF-assisted programs. 

Mr. Jupp. It is actual money contributed by the government, not 
the figuring up for example, of the value of time and services given 
by individual volunteers in that country ? 

Dr. Exsor. I should say this does include the workers who are paid 
for locally. By this I mean the workers who are paid for by either the 
village, the town or city or by the national government participating 
in the program. It also includes the expenditures by the government 
of the assisted country for such things as supplies that can be pur- 
chased locally within the country. The only supplies that are con- 
tributed by UNICEF are supplies that cannot be purchased in the 
country. 

Mr. Jupp. I have heard it said that they include the volunteers 
who go down and help provide hot lunches for the schoolchildren, 
that their time is figured in at such-and-such a rate, and then included 
in the amounts reported as making up their matching contribution. 
That is not the case? 

Dr. Exror. So far as I know, it is not the case. 

Mr. Jupp. I look at these wonderful charts of things vou are doing 
to keep people alive, so much to reduce maternal and child mortality, 
so much for malaria control, then so much for better nutrition which 
increases people’s fertility and their birthrate. Just where do all 
these lead them in their population problem? Are you also doing 
something about eliminating the population at the same time you 
are increasing the population? We duck this every year: but it is 
the fundamental question. UNICEF has no program along that 
line? 

Chairman Ricwarps. You didn’t mean to eliminate population; 
you meant to do something about having it grow so much. 

Mr. Jupp. I heard a Japanese say that their problem in Janan is 
that too many Japanese are being born and not enough are dying. 

Chairman Ricnarps. Dr. Eliot, you have a privilege here that no 
other witness has had, to refuse to answer any question you want. 

Dr. Prior. I think Dr. Judd has answered the anestion for himself. 

Mr. Futton. Is the United Nations Children’s Fund nroeram mov- 
ing along successfully, so that it is worth the money the United States 
is putting in the program ? 

Dr. Exror. Mr. Fulton. in my opinion, the program is moving 
along successfully. I think it is worth every cent we put in. JT think 
the money we put into this program. together with that which sup- 
ports this program from the World Health Organization, the Food 
and Agriculture Organization, and in other wavs, is money that is 
as well spent as any money we put into our international program. 

Mr. Fuuton. Mr. Brooks Hays and I both have seen the moving 
picture you have spoken about. Mr. Hays acted as one of the inter- 
locuters at the time. 

Could I say that the United Nations Children’s Emergency Fund 
amendment was first put into the Marshall plan on a bipartisan basis 
around this committee table. 

Mr. Jupp. If you want to go into that, America’s first contribution 
was a $50 million amendment I offered down on the floor. 
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Mr. Fuuron. We people on the Foreign Affairs Committee are 
certainly interested in the program. 

Mrs. Cuvurcu. This is my question: Does Dr. Eliot know how much 
we appreciate her visit here today, the warmth as well as the quality 
of her testimony? I have glanced over your report while you have 
been talking, and I do not believe that there is a question which I need 
ask, 

Mr. Morgan. This program has now moved from 1947 to 1950, 
where 75 percent of the money was spent in Europe, to the under- 
developed countries. It has moved into Africa and Asia, and a big 
percentage of the program consists strictly of maternal and child- 
feeding problems. 

In the malaria program recently adopted by the WHO, approxi- 
mately a $20 million worldwide program, how much help or how 
much financial aid are they going to get from this program ? 

Dr. Exror. UNICEF has been putting money into malaria pro- 
grams for some time. As a rule, the UNICEF money, together with 
WHO money, has been to start pilot projects which in turn have 
been taken over by the other funds that are much larger than 
UNICEF could provide. The initial projects in India were started 
by the Children’s Fund and the World Health Organization. Now, 
the Children’s Fund is doing little, if anything in India, in the 
control of malaria. It is now in the hands of FOA, and also I believe 
the Commonwealth Countries’ Fund known as the Colombo Plan, is 
doing something in this respect. During the coming years it is antici- 
pated that the Children’s Fund will put in money into new under- 
takings in malaria eradication. Depending on what the requests 
are, the Children’s Fund may contribute as much as between $2 mil- 
lion and $3 million in Latin America this next year. 

The present plan is to make allocations on a year-by-year basis, 
so that all resources, the resources of the countries themselves and 
any other possible resources may be brought into the picture will 
be fully utilized, and to conserve the UNICEF funds as far as possible 
in this program. 

Mr. Morean. Our contribution to this fund was 71 percent in 1952. 
You say in 1956 it will go down to 55? 

Dr. Exior. 57.5 percent in 1956. 

Chairman Ricuarps. Mrs. Bolton. 

Mrs. Bouiron. I agree with Mrs. Church. We always welcome 
you, as I hope you feel, when come into the room. The report you 
liave here is certainly an exciting one. 

All of us know that the only future the world has is its children. 
If we don’t do something for them, we shall wake up to find our- 
selves living in a world of old people, and of undernourished sickly 
youth. This, of course, must never be. There are recent rumors 
that certain medical men are prophesying that men will soon have 
in average age of 125 years. 1 wanted to ask if you would be good 
enough to have someone send me a list of the places in Africa where 
you have programs, including the Nigeria leprosorium. 

(The following information has been supplied for the record, in 
response to Mrs. Bolton’s request.) 


In answer to Mrs. Bolton’s question, the leprosy center in Nigeria is in 
Lagos. The Central Government Leprosy Service and Central Leprosy Board 
are both located in Lagos. 
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UNICEF-assisted programs in Africa, September 1953 to present 





Country 


Type of assistance 


Date approved 
by UNICEF 
Executive Board 





Basutoland 
Bechuanaland | 


Belgian Congo and Ruanda- 
Urundi. 


British Somaliland.______- 
Egypt 


Ethiopia 


whooping cough. 

Treponematosis control 

Addition to feeding program approved in 
1952 for prevention and cure of kwash- | 
iorkor. 

Caren of long-range feeding pro- 


am. 
Mal alaria control 
Pilot project for control of Gimaenmiaokat | 
eye diseases, including trachoma. 


| Extension of BCG antituberculosis vac- 


cination campaign begun in 1953. 


| Maternal and child welfare—provision of 


French Equatorial Africa _- 
French West Africa, Came- | 
roons, and Togoland. 


| Malaria control_--._- 
| Leprosy control 


Gambia 


Gold Coast 


Kenya_. 


Kenya, 
Uganda. 


Tanganyika, and 
Liberia__ __- 


Libya. 


| Continuation 


equipment and drugs for the develop- 
ment and strengthening of rural health 
services. 

Extension of BCG antituberculosis vac- 
cination campaign begun in 1953. } 

Expansion of a school feeding program to 
reach 10,000 additional children. 

Leprosy control 

Expansion and continuation of malaria- 
control campaign pom in 1952. 


Provision of 550,000 pounds of skim milk | 
for 3-year teoding program. 

Maternal and child welfare—provision of 
training equipment for nurses’ and mid- | 
wives’ training course, and equipment | 
and drugs to strengthen 12 existing rural 
health centers. | 

Maternal and child welfare—provision of 
equipment for 15 rural health centers 
and 6 nurse training schools. 

Yaws-control project as basis for subse- | 
quent mass campaign. 

Maternal and child welfare—provision of 


equipment for 20 new rural health cen- | 

ters. 

Malaria control in Nandi District 
adjoining areas. 

Malaria control _------ 

Completion of Byes ar pilot malaria-control | 
program approved in 1953. | 


and | 


Se 


of malaria yaws control | 
campaign begun in 1953. 
do 
! 
| 


BCG antituberculosis vaccination cam- 


paign. 
Maternal and child-welfare services and { 
training. 


| Extension of BCG antituberculosis vac- | 


Morocco. --- 


| Extension of trachoma control in 


cination campaign. 
Long-range feeding program to benefit | | 
110,000 children. 
Trachoma control and syphilis control_- __| 
Marra- | 
kesh, Casablanca, and other towns. | 


| Extension of trachoma control _- 


Nigeria 


| Maternal and child welfare—provision of | 


500 midwifery kits to expand matern: al | 
and child-welfare services. 


| Maternal and child weltere—strexigihen- | | 


ing of services and training in Lagos 
and in districts in eastern Nigeria. 


| Mass BCG vaccination campaign in Lagos 
| Yaws control __- 


Northern Rhodesia --..-.....-- + 


Nyasaland 


Sierra Leone 


Maternal and child welf: are—prov ision of 
equipment for 20 maternal and child- | 
welfare centers. 


| Maternal and child welfare—provision of | 


supplies and equipment for 16 rural 
health units. 


| Maternal and child welfare—provision of 


equipment for 14 health centers and 2 
nurses’ training centers. 1 


 saciniadinaasini _— diphtheria and | $23,000 


4, 000 


53, 700 
16, 000 


20, 900 | 


25, 000 


38, 200 | 


31, 500 | 
18, 500 | 


215, 000 | 
815, 000 


7, 000 | 


22, 000 
10, 700 


14, 300 | 


28, 000 | 


11, 500 | 


74, 500 


51, 700 


25, 000 


26, 400 


12, 000 | 
| 
33, 000 


25, 000 


15, 000 
8, 000 


17, 500 | 


127, 300 


220, 000 | 


70, 400 


110, 000 | 
6, 600 | 


21, 000 | 


5, 000 


444, 000 


39, 500 


62, 500 | 


22, 000 





September 1954. 
September 1953. 
Do. 


March 1954. 


March 1955. 
March 1954, 


September 1953. 


March 1954. 


September 1954. 
March 1955. 


Do. 
September 1954. 
March 1955. 

Do. 

Do. 


Do. 


September 1954. 


March 1955. 


March 1954. 


Do. 


September 1953. 
September 1954. 


March 1954. 


September 1954, 
September 1953. 


Do. 
March 1954. 
September 1954. 
Do. 


September 1953. 
March 1954. 


March 1955. 
September 1954. 


March 1955. 


Do. 
Do. 
September 1954. 


Do. 


March 1955. 
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UNICEF-assisted programs in Africa, September 1953 to present—Continued 





| | 
| Date approved 
| Amount by UNICEF 

| Executive Board 


Country Type of assistance 





Somaliland | is $89, 000 | March 1955. 
Southern Rhodesia ‘eo .| 24,200 | September 1954. 


14,000 | September 1953. 
paign 
Tanganyika Maternal and child welfare—provision of 58,300 | September 1954. 
equipment for maternal and child- 
welfare centers, training schools, and 
hospit ls. 
i NL RR sea ee erode. Addition to trachoma-contro] campaign 22,000 | September 1953. 
in southern Tunisia. 
Uganda Maternal : nd child welfare—provisions of 22,000 | March 1954. 
equipment for health-education activ- 
ities ard for the training of auxiliary 
persor nel, 











Dr. Extor. Yes; we will do that. 

Chairman Ricuarps. Thank you very much. We appreciate your 
coming. We have enjoyed your visit very much. 

We have with us this afternoon Congressman Adam C. Powell. We 
will hear him at this time. 

I am glad to introduce Congressman Powell, who needs no intro- 
duction. I want tosay that I, for one, and I know a good many others, 
feel that he performed a very helpful role at the Bandung ( ‘onference, 
although not an official one. We are glad to hear you on this bill, or 
any part of it. 


STATEMENT OF HON. ADAM C. POWELL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF NEW YORK 


Mr. Powerit. Thank you, sir. I thought maybe I could say a few 
things in relation to the part of the bill that deals with economic aid 
to the Far East which might be helpful. I would like to say first that 
the testimony that Dr. Martha Eliot has just given is exactly the kind 
of witness that the people of Asia and Africa are looking for from us. 
The more that we can channel funds into organizations of that type, 
the more we will be helping the peoples of Asia and of Africa. That 
kind of witness is of tremendous value, not only to the peoples them- 
selves but to the cause of democracy. 

At Bandung, as you know, democracy came out on top. It came out 
on top because the votes were against Chou En-lai. At the best, he 
couldn’t have gotten more than 12 votes out of the 29 countries present. 
llowever, the Toad to Bandung leads to Cairo. While it has not yet 
been officially said, never theless Premier Nasser extended the only invi- 
tation formally. Undoubtedly the Asian-African Conference will 
meet in Cairo next year. W hen it does meet in Cairo next year, de- 
mocracy might not win again. We don’t know where South V ietnam 
will be next year. They may not be a part of our world. We hope 
they will be. We do not know just how far Chou did woo the un- 
committed group, which some people call neutralists. I call them the 
uncommitted. It is just a question of semantics, but it seems to me 
when you are a neutral you have taken a stand, and when you are un- 
committed you have not. I believe what we call neutral nations are 

‘uncommitted. I believe we can get them. 
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It seems to me we should do everything we can this year to expand 
the concept of democracy and sell that concept to the peoples of Asia 
and Africa. There have been rumors that aid to India is going to be 
cut because of Mr. Nehru’s attitude. I don’t know whether that rumor 
is of such large proportions that it will become a fact when the bill 
comes out of the committee or comes to the floor. I hope not. I think 
it would be a very dramatic thing if this committee would increase aid 
even beyond that requested to the peoples of Asia and of Africa, speak- 
ing of economic aid. 

I am planning to contact Mr. Krishna Menon who has gone to San 
Francisco. I hope to get out there toward the end of the United 
Nations’ celebration myself, at my own expense and unofficially. | 
think it would be mighty fine, if the bill isn’t out by the end of the 
month of June, for those Members of the House who have any doubts 
or questions concerning India—I have my questions, too—to meet with 
Mr. Krishna Menon, informally, off the record. 

Chairman Ricuarps. I know him quite well. 

Mr. Poweti. I know him. There area lot of Members of the House 
who do not know him. If we could meet off the record, it might help 
our relations with 350 million people. I think there are questions that 
we could ask as a group from Mr. Menon and questions he might ask 
us that might be helpful. 

Chairman Ricuarps. One of the things that mystifies me about 
Menon is that he is so entirely different from any other Indian repre- 
sentative lever saw. Most of them are politeness itself, cultured, and 
so on. 

Mr. Powerit. Mr. Menon is extremely brilliant. I think he is very 
important regardless of whether we like his personality or not. He is 
difficult at times to get along with. He is very important because he 
does wield more influence on Pandit Nehru than anyone else. There 
is no getting around it. I think, therefore, in terms of that we would 
just have to be very realistic if we did see him. 

I would also like to say, and this is not the bill itself, but there was 
introduced into the House a resolution against colonialism by the ma- 
jority leader, Mr. McCormack. I would like to see some prominent 
member of the Republican Party introduce that same resolution, and 
I would like to see it brought out for hearings and action as soon as 
possible. 

Chairman Ricnwarps. I think Mr. Fulton has introduced it. 

Mr. Fuuton. Yes, I have joined by introducing this same resolution. 

Mr. Powe... If you judge the prominence of Members by the num- 
ber of votes they force, I think Mr. Fulton is the most prominent 
Member of the House this year. 

As you know, General Romulo was talked about in regard to that 
resolution in advance. His comment was this: “This is just the thing 
we need”—“we” meaning the countries of the Asian-African Confer- 
ence—that we need to help fight communism, a strong anticolonial 
stand by our Government. 

It is amazing that a government like ours that came into being on 
anticolonialim has not taken a firm, unequivocal stand on colonialism. 
I think this would be of tremendous value. Maybe there are questions 
which would be of value. I think that as much money as we can chan- 
nel through international organizations such as the one Dr. Eliot rep- 
resented, the better it is for us. 
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Secondly, instead of decreasing economic aid to the Far East, we 
should do something about dramatically increasing it. 

Third, if we could talk off the record to Mr. Krishna Menon, I will 
be glad to arrange an informal affair, if he is agreeable. I think that 
would help us get an understanding. 

Lastly, the sooner we can report out this bipartisan resolution against 
colonialism the better it will be for our cause in the world. Thank 
you for this opportunity to appear before you. 

Mrs. Bouron. In discussing the Bandung Conference with several 
of those who, like yourself, were out there, I was left with the impres- 
sion that some of the people who were rather impressed with Chou 
were from the countries where they had had little knowledge of com- 
munism. Would you corroborate that ! 

Mr. Powe.u. That is not true. One person who was very impressed 
was Prince Wan of Thailand, right next door. 

Mrs. Boiron. Prince Wan, is, of course, one of the most intelligent 
and informed men in the Pacific areas. 

Mr. Powerit. Undeniably he impressed General Romulo. Those 
two got so they were eating lunch or dinner every day together. Chou 
is a charmer. He acts like he wrote the Dale Carnegie book. Dale 
Carnegie may be his pseudonym in the United States. 

He sat there, for instance, in the third-row center while Sir John 
Kotelawala just beat his brains in, and every time they would finish, 
Nehru and Krishna Menon would walk out mad and Chou would go 
over and congratulate them on their speech. Toward the end of the 
weelx he had made progress. The idea of communism did not gain, 
but Chou as an individual did gain. 

Mrs. Boiron. The great man of Asia? 

Mr. Powe. He did not come out as the master of Asia, but he came 
out winning the popularity contest. I think the contest was between 
him and Premier Nasser. 

Mrs. Bouron. I wonder if you would feel, as some do, that even 
though you listen to Krishna Menon with a great deal of interest, and 
so on, it would be well to keep one’s feet on the ground ? 

Mr. Powein. ¥es, 1 think Krishna Menon is his own worst enemy. 
We had him at the hotel that I stayed at. There were a few news- 
papermen there, Raymond Gram Swing and a couple of others. I 
think the chap who was beaten to death in Singapore was also there. 
We talked to him off the record when nothing was going on at the 
conference. He was a much different individual. He was relaxed. 

He is anti everything. Sometimes he is anti-Krishna Menon. 
Right now he is riding a wave of popularity, and he might be in a posi- 
tion where he is soft and we can get to him. He is so happy that he 
is doing something positive and constructive, or at least so he thinks, 
for world peace. 

Mr. Vorys. Mrs. Bolton and Mr. Richards know Krishna Menon. 
I have gotten my impression of him from them. You mentioned the 
importance of our making friends with 350 million people. I wonder 
if Menon or Nehru ever appreciate the possible importance of trying 
to make friends with 160 million Americans. I see no evidence of it. 

Mr. Powe... That is a question of the psychology and philosophy 
of the Indian people, which I am not an expert on. Dr. Judd has 
been in that part of the world more than any of us. They have an 
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entirely different approach. Their approach, even with my friends 
here in the Indian Embassy, the Ambassador, and so on, you just have 
to push your way to them. They will not come your way. They 
may be overwhelmingly in love with you. Once you get to them, 
then they are your friends. It is just their philosophy. We Ameri- 
cans expect everyone to clap us on our back. 

I remember just before I left that I asked the State Department 
to send over an expert on Indonesia to give me a briefing on some of - 
the customs so I wouldn’t do anything wrong. He said that the In- 
donesian people are very friendly people but don’t pat them on their 
back. Don't give them the YMCA treatment. Let them put their 
hand out first. I found that was the philosophy there. That is the 
psychology that we have to deal with. We don’t have that psychology 
ourselves. 

Mr. Vorys. I have known Indians for many years. I wouldn’t 
think Nehru or Menon are typical of the typical Indian attitude to- 
ward Americans. 

Mr. Powrrt. That is true. 

Mr. Jupp. I don’t believe that it is just Indian philosophy. Much 
of it is Asian or Oriental. It was perhaps best stated by Jesus, who 
also was an Asian, when he said, “When you are invited to a feast, 
don’t crowd in at the top. Take the lowest seat.” Thereby you 
demonstrate you yourself have good manners and at the same time 
you allow your host to demonstrate he has good manners, because he 
can then insist that you take the highest seat. The end result is that 
you arrive at the top. But it is not by our method of pushing our- 
selves up. It is by their method of putting themselves down. That 
is the oriental philosophy. ‘You find it all through our own Bible. 
Jesus apparently didn’t object to a fellow wanting to be in the top seat. 
He objected to the rudeness of seizing it as if he deserved it, rather 
than taking the lowest seat and being invited up. 

Another part of the psychology is more colonial than Indian. Men 
like Nehru and Krishna are examples of what doctors call adolescent 
revolt. ‘They hate most of all the white man’s control which they 
were under for so long. The British had Nehru ‘in jail 12 years. 
Down in his soul is an uneradicable secar—in his subconscious. Com- 
munist imperialism may be worse; but the imperialism he knows was 
white imperialism. You tend always to be against the one you know, 
more than you are against the one that you don’t know. 

The same exists in Korea. They hate the Japanese worse than they 
do the Communists. 

It was the same in Vietnam. They hated the French whom they 
had been under worse than they hated the Communists whom they 
had not yet been under. 

It is the same in Pakistan. A leader there told us that there was 
only one thing that could make the Pakistanis go Communist, namely, 
if anybody tried to put them back under the Hindus. 

It is the same in Europe. Millions of French fear the Germans 
worse than the Communists—because they have been under the Ger- 
mans three times in a century. 

It is twue in all countries that have been subjugated by outside 
powers, and up to now the main colonial powers have been white 
European powers. They transfer their animosity in India to us 
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Americans because we also speak English and are identified with the 
Angio-Saxon tradition. 

Chairman RicHarps. You mentioned Menon. He poses now as a 
kind of arbiter between the East and West. Do you think he is 
unprejudiced in anything he ever did? 

Mr. Powe... I will not say anything as to that. 

Chairman Ricwarps. Mr. Menon, so far as I am concerned, is 
apart from and different from any other Indian. I have great admir- 
ation and respect for the country in a lot of ways. I never saw another 
representative of India in this country that I didn’t personally like. 
But after having served 3 months in the United Nations, seeing him 
practically every day, hearing him every time he had a chance to 
open his mouth, I have never seen him fail to grasp an opportunity 
to praise Vishinsky’s line and to condemn the American line. I have 
never heard on one single occasion on the floor or off the floor his 
making any complimentary remarks about this country. Every time 
he got a chance he spoke for Russia and the Communists. I don’t 
see how anybody could come to the conclusion that he in any way, 
manner, or form could be an unbiased person trying to mediate differ- 
ences between communism and the United States. I think the United 
States ought to know it. 

Mr. Powe.u. Mr. Richards, Mr. Menon is doing now what I said 
in Singapore right after I left Bandung. Nehru and Chou came 
there again. Chou increased and Nehru waned. I said in Singapore 
to a group of people there that I was sure that Chou would give the 
privilege of announcing the release of the flyers to Nehru. I didn’t 
say Krishna Menon but that it would be done in order to restore some 
of the influence he definitely lost at Bandung. 

Regardless of what we say about Krishna Menon on or off the 
reeord; he is the man that we have to deal with. 

Chairman Ricuarps. And the man the Communists have built up 
for us to deal with. 

Mr. PowE.i. That may be true. But the main thing is, I say, in 
spite of all those many things, we should not retreat from our aid 
to India, becausé in back of Nehru there are 360 million people. 

Chairman Ricnarps. I wouldn’t let that affect anything I would 
do for India. 

Mr. Powe.u. I had heard that was playing a role in the judg- 
ment 

Chairman Ricuarps. It certainly won’t on my part. Mrs. Kelly. 

Mrs. Ketiy. I do not have a question. I want to say that I am very 
proud of my colleague from New York, and feel that he was in a 
large measure responsible for the outcome of the Bandung Conference. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Futton. On the Bandung Conference, would you comment on 
the role that Egypt through Nasser played ? 

Mr. Powe. In the first place, all of the countries of Africa that 
were here, compared to the countries of Asia, were very new. They 
were young. Even though their freedom may have been longer, say, 
Indonesia 6 years, India 5 years, yet in terms of international society 
they were new—the Gold Coast, Liberia, Ethiopia, and Egypt. 

It is my opinion, based on the tremendous impression that Nasser 
makes, first, he is a very handsome man. He walks around like a 
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Clark Gable. He has a tailored outfit, open collar, and everything. 
The girls in Indonesia were just crazy about him. That helps. [ 
would say that Egypt, for Africa, in terms of leadership, is what 
India is for Asia. 

Mr. Futon. Is Egypt trying to be the bridge now to this are of 
the East? 

Mr. Powe.u. From Africa? 

Mr. Futon. Yes. 

Mr. Powri1. Egypt is the bridge. It is the key nation in Africa. 
I was going to say before I close that Africa definitely has to be 
considered by the highest level of our Government as the next jumping 
off place for Communist subversion. I told President Eisenhower, 
when I saw him a week before last, “I believe that the Khrushchey- 
Chou En-lai peace axis is just a movement to get us off balance while 
they get ready to move into Africa, North Africa, South Africa, 
5,000 miles apart, with every single western power on trial in that 
country, and caught between the people of Tunis, Algiers, in the 
north and the Union of South Africa in the south.” 

Mr. Fuuron. Isn’t the axis changing so that it may be an East and 
Africa axis rather than an eastern and European axis? 

Mr. Power. Absolutely. I can say on the record that there was a 
definite plan before the Bandung Conference on the part of certain 
people, both those who were our military allies and those who were 
uncommitted, to woo Chou away from Soviet Russian. They hoped 
the conference would so make an impression on Chou that he would 
become part of their orbit. It is a question of whether it might not 
work out in time. Whether that is good or bad has to be evaluated. 
We must face the probability that Chou might shift from the Soviet 
orbit into the Asia-African orbit. 

Mr. Fuxron. One of the aims of the Bandung Conference, then, 
was the possible swinging of Africa into this new axis or into a new 
Communist orbit ? 

Mr. Powetit. No; I wouldn’t say that; not into a Communist 
orbit. 

Mr. Jupp. That might have been an aim on Chou’s part. 

Mr. Powriti. Yes. I would say Africa is ready for any form of 
Communist lovemaking. The first thing that was realized is that 
the Moslems are not anti-Communist. Life magazine brought that 
out for the information of all Americans. It has an Islamic religion. 
There is a strong Communist group in Tunis, Algiers, and Morocco. 
The native leader that came warned against it. As to the Union of 
South Africa, I talked behind the scenes to two native leaders who 
had to be smuggled out of the Union of South Africa to get to 
Bandung. One was the leader of the blacks and the other was the 
leader of the colored. They have two sects. They said, “Mr. Powell, 
will you get your power to use moral suasion on the matter apartheid 
against the natives. If it does not, then we are going to have to accept 
the guns which have been offered us for some time.” 

T said, “Who offered these guns?” “TI can’t tell you.” Then I 
talked to them for a few minutes, and I came back and said, “Are 
there any Communists in your native congresses?” He said, “Yes. 
They are not the leaders, but they are the leaders of the most vocal 
group demanding we accept the guns that are being offered us.” 
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Mr. Jupp. May I make twocomments. One place where people may 
stub their toe is if they think Chou has the power to control the Com- 
munists in China. He is not as big a shot in China as outside. He 
was the top actor in his college. When the part said, growl, he 
growled until everybody trembled. When the script said, smile, 
he smiled and fawned until everybody was charmed. He is not 
the real power in Red China, although the West generally thinks so. 

Mr. Powe. I sat in on an interesting discussion one night in 
Bandung between Vincent Sheehan and Donald Grant. They were 
arguing over which was the greater, Mao or Chou. It was never 
lecided. That is something for us to decide. 

Mr. Jupp. Every Chinese knows. Mao is the man who has the 
power. 

Mr. Powe.x. How is Chou able to make statements that he makes 
right off his feet without seeing that it is right? Take the one when 
he offered to negotiate with us on Formosa, the first one. He made 
two statements. The first one had no reference to Nationalist China 
at all. He came out of a room where he had been sitting for days 
with the 8 powers, the 5 Colombo powers and the 3 SEATO powers. 
He was eating with them every day. He may have come in from 
Mao with that in his pocket. 

Mr. Jupp. Iam sure hedid. Iam sure his role was to build himself 
up, charm everybody, and then at the last minute make this offer 
which would be the piece de resistance to win everyone over to Red 
China’s side. 

Mr. Powetu. The piece de resistance was something else. Chou was 
going to announce on the closing day of the Bandung Conference the 
release of the American flyers. This was going to be it. When the 
cable came in the night before, the cable that Mr. Dulles never saw 
from our State Department, and got his hackles up, then he came back 
and made the second statement on Formosa. 

Mr. Jupp. A lot of people still think he could make decisions on 
his own. But the Reds never do things offhand. Basic courses and 
alternatives are all worked out in advance. That was planned to be 
the climax. 

The other statement I want to make is in regard to the anticolonial 
resolution. You will recall that a year ago last April President 
Magsaysay made a speech in which he called for a Pacific Charter. 
He wanted us in the West to make clear our program is not just 
against communism, but is for freedom for all peoples. I took some 
small part in getting such a declaration at that time. I will ask to 
have the key paragraph put in the record at this point. 


EXTRACT FROM THE TEXT OF THE FINAL COMMUNIQUE FROM THE MEETING BETWEEN 
PRESIDENT EISENHOWER AND SIR WINSTON CHURCHILL, ISSUED JUNE 29, 1954 


As we terminate our conversations on subjects of mutual and world interest, 
we again declare that: 

* * * x * * * 

3. We uphold the principle of self-government and will earnestly strive by 
every peaceful means to secure the independence of all countries whose peoples 
desire and are capable of sustaining an independent existence. We welcome the 
processes of development, where still needed, that lead toward that goal. As 
regards formerly sovereign states now in bondage, we will not be a party to any 
arrangement or treaty which would confirm or prolong their unwilling subordina- 
tion. In the case of nations now divided against their will, we shall continue to 
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seek to achieve unity through free elections supervised by the United Nations 
to insure they are conducted fairly. 

Mr. Jupp. This is part of a short statement issued by the President 
and Churchill when he was here just a year ago. It was designed to 
be a Pacific Charter, a new affirmation of the end of colonialism. But 
it was overwhelmed and overshadowed by the other announcements 
from that conference. It never caught public attention. Mr. Roose- 
velt was adept enough to go off to a meeting with Churchill on a cruiser 
near Newfoundland to draft and announce the Atlantic Charter. It 
stood out all by itself and captured the world’s imagination. I know 
President Eisenhower drafted this one himself. Mr. Churchill also 
worked on it and sent it back to London for study before they issued it. 
It is forthright on this colonial issue, but it hardly got front-page 
reading. Isuspect most people don’t even recall it. 

Mr. PoweLu. Vaguely. Despite that statement by our President and 
Mr. Churchill, our United Nations delegates continued to abstain on 
the question of colonialism this past year. That is something the 
Bandung people cannot understand. 

Mr. Furron. The actions seem to belie the words. 

Mr. Powetu. That is it. 

Mr. Jupp. Which colonialism ? 

Mr. Powr.u. Morocco—— 

Mr. Jupp. Yes, that was one of the places where we were in a squeeze. 
We did a lot of things that we ourselves didn’t believe in, our Govern- 
ment did, to try to get the French to come along into EDC. We agreed 
to a conference in Geneva last year, not because we thought it was a 
good idea, but because the French said 

Chairman Ricnarps. Thank you, Mr. Powell. We appreciate your 
coming. 

The next witness is Mr. Laurence Dawson, Chief of the Escapee 
Program Division. Mr. Dawson, we are glad to have you. 


STATEMENT OF LAURENCE DAWSON, CHIEF, ESCAPEE PROGRAM 
DIVISION, FOREIGN OPERATIONS ADMINISTRATION 


Mr. Dawson. Mr. Chairman, I am here in support of the admin- 
istration’s request for authorization for the continuation of the escapee 
program, which is in the amount of $6 million. This program has 
been carried out since 1952, and which I have discussed it in this com- 
mittee before. I have a statement which I can supply for the record. 

Chairman Ricuarps. Without objection, it will be made a part of 
the record. 

(The statement referred to is as follows :) 


My name is Laurence A. Dawson, Chief, Bscapee Program Division, Office for 
Refugees, Migration, and Voluntary Assistance, Foreign Operations Adminis- 
tration. 

The escapee program has been carried on since March of 1952 to provide recep- 
tion, interim care and maintenance, and resettlement assistance to recent Soviet 
and satellite escapees in Europe, and to undertake assistance projects on behalf 
of selected escapee groups or individuals in other areas of the world. The pro- 
gram provides specific support to United States interests in demonstrating 
the concern of the West for those who flee Communist oppression and seek asylum 
in the free countries of the world. 

The program, which operates primarily through contracts with voluntary 
agencies representing the major United States religious and nationality groups, 
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supplements the contribution of local governments of asylum and of the volun- 
tary agencies to assure an adequate standard of care for escapees until per- 
manent resettlement or integration into the asylum countries can be effected. 

Projects include the furnishing of food, clothing, shelter, sanitary and health 
services, amenity supplies, and limited recreational facilities. 

Primary emphasis is placed on activities which will hasten the prompt re- 
settlement of escapees. For example, the escapees are thoroughly screened to 
assure that they are bona fide anti-Communist refugees and deserving of as- 
sistance; are given resettlement counseling and language and vocational train- 
ing; and are assisted in securing necessary personal documentation and visas. 

Other resettlement efforts include the search for jobs and housing which will 
facilitate escapee emigration to other countries; and the payment of transporta- 
tion costs to countries of immigration. 

By January 1, 1955, out of 62,000 persons initially registered for program 
assistance 16,737 escapees from the U. 8. 8. R. and satellite countries had been 
resettled, primarily in the United States, Canada, Australia, and Latin America. 
On this date, there were 28,383 escapees still on the caseload of whom about 
10,000 were living in refugee camps. The balance of about 17,000 were dropped 
from the caseload as no longer in need of assistance, ineligible because of date 
of arrival, or for other reasons. 

At the beginning of calendar year 1956, it is expected that there will be 19,850 
persons on the caseload and that of these, about 14,566 will be resettled in the 
course of the year, will be locally integrated, or otherwise dropped from the 
caseload. Taking into account additions to the caseload during the year, it is 
estimated that 9,750 escapees will be left on hand on December 31, 1956. Since 
the number of new escapees arriving each year is very small in comparison to the 
number being resettled, there is a downward trend in the total caseload of the 
program. 

The escapee program follows a contract cycle which runs on a calendar-year 
bas.s. As a result, funds allotted for each fiscal year actually provide services 
during the calendar year of the same designation. 

During calendar year 1956, the program will continue as before with heavy em- 
phasis on resettlement in the United States under the Refugee Relief Act and in 
other countries under various resettlement programs which are beginning to 
develop. 

This resettlement will be accomplished in part through the normal resettle- 
ment mechanisms of the voluntary agencies and in part through special contracts 
under which the agencies made priority efforts to reestablish escapees by finding 
jobs, housing, and visas in countries seeking new immigrants. 

These special resettlement efforts are necessary because of the severe difficulty 
of obtaining visas for lron Curtain escapees who, because of their recent residence 
in their countries of origin, are a suspect and handicapped group even among 
other refugees. 

To supplement these efforts, special emphasis will be placed on local inte- 
gration and institutional care in the countries of asylum for difficult-to-resettle 
cases. As the accumulated caseload declines, the standard of care and main- 
tenance and the intensity of resettlement support for the most recent escapees 
can be increased to the degree necessary to assure that every effort is made 
to show these unfortunate people the real concern of the United States for their 
welfare and future well-being. 

The effectiveness of Western assistance to escapees from Communist countries 
has been demonstrated by the recent Soviet and satellite efforts to induce 
escapees to return to their former homes behind the curtain. 

In the Far East, the program will continue projects in behalf of selected 
escapees from Red China. By January 1955, 6,680 Chinese refugees had been 
resettled in Taiwan and other areas and an estimated 12,245 more will be re- 
settled during 1955 and 1956. 

The program in the Far Bast is necessarily of a selected nature and will 
provide the assistance necessary to care for only a small part of the hundreds 
of thousands of refugees in Hong Kong. In the Middle East a small program in 
behalf of selected escapees will be continued. 

A total of $6 million will be required to cover the cost of activities in behalf 
of escapees during 1956. 


Mr. Dawson. The purpose of the program is to provide better 
reception, interim care, and maintenance and, above all, resettlement 
of the escapees from the Soviet Union and the satellite countries. 
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The program operates in Europe where it has a caseload at the 
present time of approximately 29,000 persons. It also operates on a 
selective, limited basis in the Middle East and in the Near Fast. 

In the interest of brevity, I will give only a very abbreviated 
discussion, unless you indicate otherwise. 

The program is carried out through contracts with voluntary agen- 
cies, these agencies being supervised by the FOA escapee personnel 
stationed abroad in the areas concerned. These contracts for the 
provision on a supplementary basis, that is, supplementary to that 
provided by the governments of the countries of asylum and by the 
voluntary agencies themselves, the provision of food, clothing, as- 
sistance in the provision of shelter, certain supplies, training pro- 
grams, language programs, which is a form of training program, 
counseling, and above all projects designed to bring about the ulti- 
mate resettlement of the individual, and thus to remove him from 
the caseload. 

Resettlement efforts include the counseling, which is the analysis 
of the case with respect to what country he might best emigrate to, 
visa search programs in the various countries of potential resettle- 
ment, and the provision under a joint contract with ICEM of trans- 
portation assistance. In certain areas placement grants are also pro- 
vided in order to facilitate resettlement, stimulate it, and bring about 
the movement of as many people as possible in as short a time as 
possible. 

Since the inception of the program a little over 3 years ago, it 
has registered over 62,000 persons. Of these, approximately 17,000 
have been permanently resettled. An additional 17,000 have been 
dropped from the caseload for one reason or another, either that they 
were persons who had escaped before the escapee program deadline 
of 1948, because generally speaking we take the recent escapees, those 
who have come since 1948, or persons dropped for other reasons who 
do not wish to participate in the program or didn’t qualify for various 
reasons. 

There remain, as I said, about 29,000 persons. At the beginning 
of calendar year 1956 it is estimated that there will be just short of 
20,000 persons on caseload. It is estimated that during the year, 
14,000 will be resettled. With the addition of new escapees who 
come across through the Iron Curtain and are added to the caseload, 
we believe there will be just short of 10,000 persons on the caseload 
at the end of 1956. 

The program has an unusual significance which I certainly would 
like to describe and would be glad to do at any later time, or even 
now if the committee wishes to take the time. 

It has an unusual significance in carrying out, implementing the 
interests of the United States in showing the concern of the free world 
and especially of the United States for people who break through 
the fiendish control along the Iron Curtain and the internal se- 
curity measures which I described last year and concerning which 
I filed last year a statement giving some details. 

I know that may not be new here. What may be new is this: The 
Soviet Union, consistent with its past policy of attempting to secure 
repatriation of people who have escaped by any means, has greatly 
intensified its effort in that direction. They are carrying out a coordi- 
nated, carefully conceived program which we refer to as the redefec- 
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tion program, and which is designed, first, to persuade governments 
to return escapees or to secure their return through intrigue, persua- 
sion of the individual himself, through coercion, through intimida- 
tion, violence, in any means whatever. 

They pursue this end with a thoroughgoing effort, which, as I said 
a moment ago, is coordinated on the part of the Soviet Union and all 
the satellite governments. It has taken the form of diplomatic 
effort, of the sending of special missions into the countries where the 
escapees reside, the circulation of insidiously worded chain letters 
playing up the natural nostalgic emotions of return to the homeland 
at some date. 

They have exploited the particular difficulties faced by escapees, 
their particularly disadvantageous position. They have exploited 
that among the escapees themselves in an effort to get them to give 
in to this campaign. I don’t want to go into detail as to the motiva- 
tions and Soviet objectives that lie behind this redefection campaign. 

They recognize that the escapee program caseload consists in the 
main of two types of people: (a) Those who have very recently escaped 
and have all the disadvantages of a person who has just come from 
behind the Iron Curtain, without assets, without friends, without the 
ability to speak the language of the country where he is, or (6) those 
who have been around for a few years, registered on the caseload and 
who remain a residual element in that caseload. 

They are residual simply by virtue of the success of past programs 
in behalf of the refugees. I would like to give you a bird’s eye view 
of what that success consists of. 

Since the war the large resettlement programs of the IRO, the 
United States Displaced Persons Act, the Australian and Canadian 
programs, and so forth, have resettled permanently in the neighbor- 
hood of 1,300,000 refugees from the Soviet satellite countries. 

There were only about 1,500,000 who were left over after the great 
repatriation programs had ended after the war. Of the 100,000 who 
have come out from behind the Iron Curtain since 1948, most of those 
have also been moved by these programs, have been moved by 1952. 
The ICEM program itself has moved well over 100,000 refugees, of 
whom 70,000 are in this category. 

It might be said that perhaps 13 out of every 15 people who have 
come out, or who were left over for the resettlement program to be 
concerned with, have been successfully resettled. The remaining 200,- 
000 are the residual group of people who for a variety of reasons could 
not be moved. They are people who have been in the main unaccept- 
able to resettlement missions of immigrant countries: social cases, 
unmarried mothers, people who have tuberculosis or other diseases 
that make them objectionable, and a great many other reasons that go 
to make up that group. These people have seen the parade go by. 
They are therefore much more disgruntled and a much more fertile 
field for Soviet propaganda. 

Many of those persons, and particularly those who have been out 
for a long period of time, will be helped under the United Nations 
program which Mr. Phillips described before. 

They are people who have been in camps, some of them, since 1945. 
These on the escapee program caseload will be helped by that program: 
resettlement for those who can be resettled, and other solutions for 
those who can’t be moved on. 
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The escapee program carries out its operations with an intensity 
and a degree of resources per capita which no other program has, and 
which reflects United States interest in this particular group. 

Mr. Chairman, I would like to urge that the Soviet motivations and 
the intensity of their present effort by hook or crook to get these people 
back be taken fully into account when the committee makes its de- 
cision on the escapee program. 

1 think the fact that the number who are left are down to a much 
smaller amount than we had does not lessen one whit the necessity 
for cleaning up this problem. The Soviets can exploit the return of 
a few people through their propaganda and undo much of the good 
work that has been. 

With that, I will stop. 

Mr. Hays of Arkansas. Thank you very much. 

Mr. Vorys. Mr. Dawson, hasn’t that whole atmosphere changed 
since we are going to have a meeting at the summit, so that they have 
eased up on all of these activities? You mean to say that this program 
is continuing with intensity right now? I am shocked in view of the 
sweet talk from Messrs. Bulganin and Khrushchev. 

Mr. Dawson. I am very glad you asked that question. It reminds 
me of something that I wanted to say. I am no authority on Soviet 
policy in other spheres. Regardless of how it might change in this or 
that area, geographically or by subject, their policy has never changed 
on the refugee problem. 

They pursue these ends with a grim intensity which might belie some 
of the shifts of their policy in other areas. 

You have only to ask a refugee whether the Iron Curtain has gotten 
tighter as we approach the summit meeting, and I think you will get 
the answer. 

Mr. Jupp. Mr. Dawson, I thank you for your fine statement. I 
know a good deal of the work you have personally done in carrying 
on this program efficiently and with zeal. 

Is there any money still left under the so-called Kersten amendment 
funds? Would this $6 million for the new fiscal year come out of that ? 

Mr. Dawson. It will not come out of the Kersten fund. We felt 
with the program now 3 years old that it should be removed from the 
category of a contingency-type program, which requires a transfer 
under a transfer authority in the Kersten amendment, and therefore 
under 405 we would request a separate authorization and subsequently 
a separate appropriation. 

Mr. Furron. I have been interested in the escapee program. I have 
sponsored a few of them to come to this country. I feel you are doing 
a good job and it should be continued. 

Have we broadened the program to include escapees from Yugo- 
slavia which would be escapees from a policy that we are supporting 
there? 

Mr. Dawson. May I go off the record ? 

Mr. Pavut. You would have to get that in the executive to get the 
full picture. 

Mr. Furron. Are escapees from Yugoslavia under this escapee pro- 
gram ? 
~ Mr. Hars of Arkansas. He doesn’t want to discuss it in open session. 

Mr. Futon. Is that a secret matter ? 
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Mr. Hays of Arkansas. I wouldn’t press that, Mr. Fulton. 

Mr. Furron. On the escapee program, are you continuing to screen 
the escapees to see whether or not they are Communist infiltrators sent 
on a mission ¢ 

Mr. Dawson. Yes, sir. We are carrying out very intensive screen- 
ing programs, as intensive as we are able to under all the circum- 
stances. 

Mr, Furron. Those people in that class are dropped from the pro- 
gram so that we aren’t supporting them ? 

Mr. Dawson. Yes, sir. Any person who proves to be tainted is 
dropping from the program. I would like to amplify my answer a 
little bit. We could divide our escapee caseload into two categories, 
those who are just coming across, and those who have been around for 
some time. 

Those who have just come across go through the local government 
police authorities and security authorities, and some of the allied gov- 
ernments have an interest there, too. 

Suffice it to say, they get a thorough security screening by these au- 
thorities. It lasts for quite a while sometimes. The information that 
they develop is available to us. When they come into the escapee pro- 
gram, there is a continuing scrutiny of them and of their records. 

The thoroughness of the scrutiny of the individual varies from area 
to area according to local conditions. In the end, all available records 
on this new escapee are assembled and evaluated. 

If there is any question whatever, either in the record or in the 
minds of any persons who have been concerned with him, it is reex- 
amined and a decision made. If there is no question he is cleared, at 
least for our services. 

As far as the older escapees are concerned, they go through a similar 
process, except being older escapees they are not getting the same 
type of interrogation. 

I would say 95 percent of the older escapees have applied for 1, 2, 
or more resettlement schemes in the past and have been screened, 
and quite a file is available on them. 

Also, with new and old escapees, their presence in the escapee pop- 
ulation serves as a sort of screening operation. Ifa man from Prague 
with a Communist background arrives in a camp in Austria, he is 
sooner or later pretty sure to be recognized. If that happens, he is 
turned in. We are very conscious of the security aspect. 

Mr. Fuuron. I think that should be emphasized in the testimony, so 
that it can be brought out on the floor. 

Mr. Jupp. Do you care, on the record, to make any comment as to the 
success of the Soviets in their redefection program ? 

Mr. Dawson. Let us say on the record that the program is still 
underway, and there will be a future opportunity to gage its success, 
They have set up a committee in East Germany, located in Berlin, 
which has the express purpose of luring back the Russians in West 
Germany. 

We know that they are pouring plenty of resources into this effort. 
I think we can only assume from their point of view that if it can 
be made successful it will be made successful. 

_ Mr. Jupp. Whatever the results are, they consider them sufficiently 
important to keep on pouring in their resources ? 
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Mr. Dawson. Yes. They have proclaimed amnesties in several 
countries as part of their political effort. 

Mr. Jupp. They have the same kind of redefection program aimed 
at the Chinese on Formosa. A few are beginning to go back. 

Mr. Dawson. We have seen that in the Far East with respect to 
the Chinese and White Russians who are also in China. 

Quite a successful effort has been made to get some of those people 
back. 

While on the subject of the Far East I would say on the record that 
the program in the Far East has been carried out on a selective basis, 
with the very purpose of demonstrating through selective projects the 
continuing concern of the West. It is largely carried out by American 
vohuntary agencies. A very conspicuous agency in this effort in 
the Far East is the Aid to Refugee Intellectuals, which deals with 
some of the leaders who have escaped. 

Every time one of those persons is successfully resettled in Taiwan 
under the program it is a very striking demonstration of the concern 
of the West, even though the total problem for a variety of reasons in 
Hong Kong is beyond the scope of the escapee program. 

Chairman Ricuarps. Thank you very much, Mr. Dawson. We 
appreciate your testimony. You are not going anywhere in case 
we want further information from you? You are not an escapee? 

Mr. Dawson. Not until the program is over. 

Mr. Vorys. Have you any stories, descriptions of how some of them 
go through, as you had during the last year? 

Mr. Dawson. I will be glad to prepare some. You would like 
statements of some of the individual escapees ? 

Mr. Vorys. How they did it. 

Chairman Ricuarps. We will look into that. 

Our next witness is Mr. George Warren, of the Office of Refugee 
Relief Programs. 


STATEMENT OF GEORGE WARREN, OFFICE OF REFUGEE RELIEF 
PROGRAM, DEPARTMENT OF STATE 


Mr. Warren. I have a general statement that I would like to put 
in the record. With that, I would like to put in a list of the con- 
tributions of the 26 Government members of the committee for 1954, 
1955, and 1956. I have also a chart showing the movement from 
which countries and to which countries that has taken place since the 
organization was brought into being. 

Chairman Ricuarps. Without objection, those statements will be 
placed in the record at this point. 

(The statement and material referred to is as follows :) 


The purpose of the Intergovernmental Committee for European Migration is 
to increase the movement out of the overpopulated countries of Europe of 
migrants and refugees who are unlikely to be absorbed by the economies of those 
countries. 

By supplying ocean transport and technical services the Committee assists ad- 
ditional thousands to migrate who would not otherwise do so. Because of the 
lack of capital to provide employment or of land available for cultivation, 
Austria, Germany, Italy, Greece, and the Netherlands face the need of securing 
the emigration of some 3.5 million people in the next 5 to 10 years to Australia, 
Canada, New Zealand, the United States, and the Latin American countries. 

Italy faces the need for securing the emigration of 300,000 persons annually, 
the Netherlands 60,000, Greece 30,000, Austria 20,000—mostly refugees, and 
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Germany, in spite of a high level of employment, is unable to provide land for 
some 60,000 peasant families comprising over 250,000 individuals. 

Some 175,000 migrants are currently moving out of Europe annually without 
international assistance either at their own expense or as a result of subsidies 
in transportation supplied directly by their own governments, 

The Intergovernmental Committee for European Migration was organized in 
1951 on United States initiative in response to a number of reports and legisla- 
tive actions by the Congress. The Committee has 26 member governments. 

Communist and Communist-controlled governments are excluded from mem- 
bership by the constitution. 

Section 101 (a) (2) of the Mutual Security Act of 1951 provided the basis for 
United States participation in the Committee in calendar year 1952, and section 
534 of the act as amended, the authorization for participation in 1953 and 1954. 

Section 405 (a) of the Mutual Security Act of 1954 authorized continuing 
United States participation. Organized initially on a provisional basis the Mi- 
gration Committee is now functioning under a constitution which gives it more 
formal status and stability, and an anticipated life span of 8 to 5 years. 

The constitution has been accepted by 20 of the 26 member governments, in- 
cluding the United States. 

The Migration Committee moved 77,664 migrants in 1952, 87,527 in 1953 and 
121,222 in 1954. Included in the total of 286,413 migrants moved over the 3- 
year period were some 110,000 refugees. 

The persons moved by the Committee would not otherwise have been moved. 
They were added to the flow of 175,000 migrants who move out of Europe an- 
nually without international assistance. 

To increase the volume of movement the Committee has acted to improve 
governmental procedures in the preselection, selection, and processing of mi- 
grants in the emigration countries and in their reception and placement in the 
immigration countries. 

At the request of member governments the Committee has furnished skilled 
technicians to increase the effectiveness of the public administrations of emigra- 
tion and immigration countries. 

Other services such as vocational and language training and the dissemination 
of information about opportunities for emigrants have been provided coopera- 
tively with the emigration and immigration countries. 

All of these services applied at both ends of movement have served not only to 
increase the flow of migrants but substantially to improve the quality of 
immigrants selected and to reduce waste, expenditure and confusion in the 
migration process. 

Approximately one-third of the migrants moved in 1954 have consisted of the 
wives and children of migrants who proceeded overseas earlier without their 
families. 

The voluntary agencies have played an important role in assisting the migra- 
tion committee to expand the flow of movement. They have developed new 
opportunities for immigrants in the receiving countries, secured employers and 
sponsors for migrants, and, assisted by the committee, have operated revolving 
funds which make it possible for the migrants to contribute both in advance 
of movement and after arrival to the cost of their own movement. 

Substantial progress has been made in placing a larger proportion of the total 
movement on a self-payment basis. Approximately 40 percent of the migrants 
moved now pay all or a substantial part of the costs of their transportation. 

The Committee is planning to move 142,165 migrants in calendar 1955. Most 
of this movement will be to Australia and to Latin America, but the total in- 
cludes an estimate of 34,530 refugees who are expected to receive visas under the 
Refugee Relief Act of 1953 to be moved to the United States. 

This latter estimate is of these who will require assistance in transportation 
to the United States, who constitute only a part of the total numbers who will 
receive visas under the act during calendar year 1955. 

The Congress is appropriating funds for the United States contribution to the 
committee for calendar year 1955 required that all migrants moved to the West- 
ern Hemisphere at the expense of United States contributed funds should have a 
Security clearance based on reasonable standards established by the Committee. 

This condition of contribution was readily accepted by the concerned mem- 
ber governments, and procedures are now in effect by the Committee to insure 
that no migrant is moved to the Western Hemisphere without a security clear- 
ance. The operation of these procedures is under constant observation by the 
Department of State. 
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The estimate for movement in calendar year 1956 is 174,350 including 63,000 
to the United States under the Refugee Relief Act of 1953 who will require 
assistance in transportation. 

The estimated budget of the Migration Committee for 1956 is $54,736,618 of 
which $2,545,507 is for administrative expenditure and $52,191,111 is for opera- 
tional expenditure. 

Contributions to the administrative expenditure are obligatory upon member 
governments in accordance with a fixed percentage scale. The United States 
share is 31.32 percent, $790,989. 

Contributions to the operational expenditure are voluntary and consist of 
contributions of free funds for movement and of reimbursements by governments 
for specific movements undertaken at their direction. 

The proposed United States contribution to operational expenditure for 1956 
is $11,709,011. This contribution to the operational expenditure assists the Com- 
mittee to meet the deficits arising from partial reimbursements by governments 
for the costs of movement. The emigration countries in Europe reimburse the 
Committee at the rate of $60 for the movement of an individual migrant, and the 
immigration countries also reimburse the Migration Committee in varying 
amounts: Australia $75, Colombia $50, and Brazil $20. 

Canada reimburses the Committee for the full cost of all movement to Canada 
under official schemes. 

The proposed total United States contribution requested, $790,989 to admin- 
istrative expenditure and $11,709,011 to operational expenditure, is $12,500.000 
for calendar year 1956. This represents an increase of 19 percent in dollars 
over 1955 appropriation compared with the increase of 22.6 percent in move- 
ment—142,165 in 1955 and 174,350 in 1956. 


INTERGOVERN MENTAL COMMITTEE FOR EUROPEAN MIGRATION 


Contributions, 1954 
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Estimated contributions, 1956 
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Mr. Warren. You may recall this Committee was established in 
1951 largely through the initiative of our own Congress. It is en- 
gaged in increasing the movement of both migrants and refugees 
out of the overpopulated countr’es in Eurone, specifically Germany, 
Austria, the Netherlands, Italy, Trieste, and Greece. 

The Committee moved 76,664 in 1952, 87,527 in 1953, 121,222 in 1954. 
It expects to move 142,165 in 1955. The estimate of movement for 
1956 is 174,350. 

There are now 26 member governments. As you will note, the 
movements are increasing each year. It is estimated these overpopu- 
lated countries in Europe face the need of securing the emigration of 
about 3.5 million people who cannot or who are not likely to be 
absorbed in their economies during the next 10 years. 

About 175,000 persons, Mr. Chairman, leave Europe each year on 
their own steam. This Committee achieves an additional movement 
that would not otherwise take place, and thus relieves both the eco- 
nomic and political pressures in those countries which create the fertile 
ground for the development of Communist ideologies. 

The Committee’s budget is in two parts, administration and opera- 
tions. The 26 members contribute to the administrative budget on a 
fixed scale as a matter of obligations, and our percentage is 31.2 percent 
of the approximately $2.5 million. The operational budget is larger, 
will be $52 million plus. 

Contributions to that budget are voluntary on the part of govern- 
ments. The emigration country pays a certain fixed rate to the com- 
mittee for every migrant or refugee who leaves its country. 

The immigration country also makes a contribution toward the 
transport of those they receive in their country. Then there are other 
contributions to the free funds of the Committee which provide the 
deficits which do not come from the countries. 

In addition to actually moving the migrants, the Committee has 
provided technical assistance on request to both the emigration and 
immigration countries that needed it, to improve their recruiting and 
processing and placement techniques, with the result that the confu- 
sion associated with the migration process has been greatly reduced. 

The number of rejections at the final examination has been greatly 
reduced. The quality of the immigrants has been consistently 
improved. 

In the appropriation legislation last year in connection with quality, 
the Congress included a condition that United States funds would 
only be available for migrants moving to the Western Hemisphere 
who had been screened on a reasonable basis by the migration 
committee. . 

Consequently, a system has been established this year under which 
all migrants moving to the Western Hemisphere at the expense of 
United States funds are screened on a reasonable basis established 
by the Committee. The Department of State is keeping those pro- 
cedures under constant observation, and is satisfied that they meet 
the requirements of the appropriation legislation of last year. 

I think, Mr. Chairman, that covers the subject very briefly.) I am 
quite conscious of the fact that itis late. I will be very glad to dnswer 
any questions. 

Chairman Ricnarps. Thank you, sir. 
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Mr. Vorys. I am looking at the law we passed last year, and it 
seems to me no new authorization is necessary. ‘This is one of these 
things where the State Department takes up the legislation with the 
Judiciary Committee, and then they come to us to defend their funds. 
We don’t have to defend it this year because it seems to me we defended 
it for all times when we said, “Thereafter such amounts as may be 
necessary from time to time for the United States contribution.” Isn’t 
that true? 

Mr. Warren. That is true. 

Mr. Vorys. They took the bill to Judiciary. 

Chairman Ricuarps. Why are they coming here now? 

Mr. Vorys. We kissed them goodbye officially last year. ‘This is 
one of the things where they go right to the Appropriations Committee. 

Mr. Warren. We are quite aware of the fact that the authorization 
last year was a continuing authorization. However, this is one of the 
items that is included in the Mutual Security Act. 

We thought the committee in spite of the continuing authorization 
last year might be interested in hearing the developments during the 
year, and what we proposed for 1956, that it might in its discretion 
wish to comment on the actual amount. 

We made that same explanation to the Senate committee. That 
committee did exercise its discretion to recommend an authorization 
for 1956. 

There is another reason. The work of this committee is closely 
related to that of the escapee program and the High Commissioner’s 
refugee program. The three work closely together. We thought that 
the committee might also care—— 

Chairman Ricuarps. We appreciate your giving us that statement. 
I didn’t remember that. Iam glad Mr. Vorys noticed it. 

Mr. Vorys. I think it is quite proper to report on this program. I 
am wondering if Mr. Warren, or Mr. Paul, or somebody could aid our 
staff in carrying out a request I made, which is that we get on one piece 
of paper a collection of all the money that we are spending for mi- 
grants, refugees, escapees all over the world in this program that has 
been brought up here this time. 

Mr. Pauu. Yes. 

Chairman Ricuarps. Will you provide that for the record at this 
point ? 

Mr. Paux. Do you mean to include that part of the Korean pro- 
gram, the Indochina program that is earmarked 

Mr. Vorys. Korea, Fomosra, Indochina, and so forth. 

Chairman Ricuarps. You understand what he wants? 

Mr. Pauw. Yes. 

(The information requested is as follows :) 


REFUGEES AND MIGRANTS 


I. DEFINITIONS 
(a) Refugee 

Any person not in place of normal abode, unable or unwilling to return to the 
place of normal residence, and not firmly resettled in the place of present resi- 
dence. There are two categories of refugees : 

1. National refugees.—Those entitled to the legal protection of the country of 
residence, either as a result of their ethnic origin or as nationals of the country. 
for example, East German refugees in Berlin, Vietnamese refugees from North 
Vietnam. 
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2. Foreign refugees.—Those not enjoying the legal or political protection of any 
government including that of the country of residence. 


(b) Migrant 


Any person departing the country of present residence for resettlement else- 
where. Until firmly resettled in his country of asylum or elsewhere, every 
refugee is an actual or potential migrant. The term includes nationals emi- 
grating from their homeland. 


(c) Escapee 

Generally speaking, a former national or citizen of the U. S. S. R., Latvia, 
Lithuania, Esthonia, Poland, Czechoslovakia, Rumania, Bulgaria, Hungary, 
Albania, or Communist China who has escaped from a Communist-dominated 
area since January 1, 1948, and who is in need of assistance. (This definition 
is somewhat narrower than that in the United States Refugee Relief Act.) 


(d) Displaced person 


This term is generally understood to designate those refugees who left their 
home countries as a result of World War II or its aftermath. In a narrow sense 
it refers to those persons displaced from their homelands in World War II by 
the German occupation forces for use as slave labor in Germany itself. 

(e) Expellee (also referred to as Volksdeutche) 
Any refugee of German ethnic orgin residing in the area of the German Federal 
Republic, western sector of Berlin, or in Austria who was born in and was 
forcibly removed from or forced to flee from Albania, Bulgaria, Czechoslovakia, 
Estonia, Hungary, Latvia, Lithuania, Poland, Rumania, Union of Soviet So- 
cialist Republics, Yugoslavia, or areas provisionally under the administration 


or control or domination of any such countries except the Soviet zone of military 
occupation of Germany. 


II. PRESENT WORLDWIDE REFUGEE CONCENTRATIONS 
The following chart provides a general picture of refugee concentrations. 
EUROPE 


West Germany (German national refugees and expellees with the 
exception of 200,000 non-Germans) 10, 000, 000 

Austria (expellees with the exception of 35,000 of non-German 
200, 000 

Italy (including 480,000 Italians returned from former Italian 
colonies ) 500, 000 
3 2, 500 
Turkey (mostly Turko-Bulgarians) 160, 000 
Greece (including 140,000 Greek civil war victims) 160, 000 
Yugoslavia (including over 20,000 Greek Macedonians) 30, 000 


NEAR EAST 


Arabs( in addition to the Arab refugees there are about 5,000 Euro- 
peans in the Near East countries) : 

Jordan 486, 000 
Gaza (Egypt) 212, 000 
Lebanon 102, 000 
86, 000 
Israel (Jewish refugee immigrants) 750, 000 
Egypt (Armenians, Russians, Europeans, and independent Arabs) __ 25, 000 


FAR EAST 


Vietnam (national refugees) 608, 000 
South Korea (national refugees) 3, 000, 000 
Hong Kong 1, 500, 000 
China (Europeans) 15, 000 
India (national refugees—resulting from exchange of populations)__ 8, 750, 000 
Pakistan (national refugees—resulting from exchange of popula- 

tions) 7, 500, 000 
Formosa (mainland Chinese) 2, 000, 000 
Burma, Indonesia, Indochina, Thailand (situation fluid, estimated 

700,000, including former Chinese soldiers). 





MUTUAL SECURITY ACT OF 1955 


Ill. REFUGEE PROGRAMS 
(@) Area programs 


(1) Vietnam: 


Cost af United States programs benefiting refugees 


{In millions] 


Cumulative, through fiscal year 1955 
Proposed, fiscal year 1956 
1 Estimated. 


As indicated in the chart approximately 608,000 North Vietnamese have fled 
to south Vietnam from their Communist homeland. United States assistance to 
them to date has totaled approximately $51 million, including a reimbursement 
of $10 million to the United States Navy for their transportation. For fiscal 
year 1956, based on a total of 660 to 700 thousand refugees, it is estimated that 
up to $41 million will be required primarily for resettlement costs involving 
purchases of animals, seeds, farm tools, ete. (The above figures do not include 
approximately $2 million through fiscal year 1955 and up to $6 million estimated 
in fiscal year 1956 for expenditures on behalf of the approximately 1 million 
south Vietnamese who were displaced from their homes during the war.) 

Between April 1953 and June 30, 1955, voluntary agencies will have shipped 
to south Vietnam relief supplies valued at $7,851,076. The value of projected 
shipments in fiscal year 1956 is estimated at $18,200,000. Ocean freight costs 
of the shipments funded by the mutual security program totaled $448,000 in 
fiscal year 1955 and are estimated at $1,350,000 in fiscal year 1956. 

(2) Korea: 


Cost of United States programs benefiting refugees 
[In millions] 


Cumulative, through fiscal year 1955 
Proposed, fiscal year 1956 
1 Estimated. 


The Korean war resulted in the flight from North to South Korea of approxi- 
mately 3 million refugees. In addition, unknown numbers of South Koreans 
were displaced from their homes as a result of the war. The bulk of these 
refugees were assisted by Korean village officials and by the central Korean 
government. 

The United States Army provided relief supplies in the form of food, clothing, 
medicines, ete., primarily to refugee concentrations in the vicinity of Pusan. 
Through fiscal year 1955, civilian relief expenditures in Korea by the United 
States Army’s civil assistance command totaled $533 million. While it is not 
possible to identify with precision the proportion of these relief funds. which 
was spent on behalf of refugees as opposed to the remainder of the population, 
it has been estimated that roughly two-thirds of the total might have directly 
or indirectly benefited Korea’s refugees. The proposed relief program for fiscal 
year 1956 totals $4.4 million, a significant proportion of which it may be antici- 
pated will be expended on persons still in a refugee status in South Korea. 

The United Nations Korean Reconstruction Agency (UNKRA), to which the 
United States has contributed $93 million since its inception (67 percent of total 
government contributions), had programed through fiscal year 1955 aproximately 
$27 million directly or indirectly benefiting refugees, primarily for food ship- 
ments and for housing projects. No future identifiable projects on behalf of re- 
fugees are planned by this agency. 

In addition, United States voluntary agencies have moved into Korea since 
January 1, 1953, relief supplies valued at $31 million. In fiscal year 1956, it is 
anticipated that $11 million worth of supplies will be imported and distributed 
in Korea. The ocean freight costs to the United States Government of trans- 
porting these supplies in fiscal year 1954 and fiscal year 1955 totaled $2.8 million 
and will approximate a million dollars in fiscal year 1956. 

(8) India-Pakistan : 


Cost of United States programs benefiting refugees 
{In millions] 


Cumulative, through fiscal year 1955 
Proposed, fiscal year 1956______-__-_._ SETS EP ee ee 
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Over 16 million persons are estimated to have been placed in a refugee status 
in India and Pakistan as a result of the division and formation of these two 
countries in 1947. Both countries have maintained, however, that they were able 
to take care of their refugee populations without external assistance. There- 
fore, no projects within the mutual security program exist on behalf of the re- 
fugees though, of course, they may benefit incidentally from United States pro- 
grams. 

(4) Jewish refugees in Israel and Arab refugees in the Near East: 


Cost of United States programs benefiting refugees 


{In millions] 





i ] 
Cumulative, 
through 
fiseal year 
1955 


Proposed, 
fiscal year 
1956 





Jewish refugees 1 $120 0 
Arab refugees ; 1140 $65 





1260 











1 Estimated. 


The United States Government through the Technical Cooperation Adminis- 
tration made available during the period of greatest Jewish migration approexi- 
mately $120 million to assist in the relief of refugees coming into Israel. Many 
Jewish immigrants have since that time benefited from the continuing mutual 
security program in Israel though there have been no projects specifically for 
Jewish refugees. 

Through fiscal year 1955, the United States will have expended $141,150,000, 
primarily through contributions to the United Nations Relief and Works Agency 
(UNRWA), on behalf of the Arab refugees from Palestine. The United States 
contribution represents approximately two-thirds of the total contributed by all 
countries to the UNRWA. 

The amount proposed by the United States for fiscal year 1956 is $65 million, 
of which $16.5 million would be used for relief supplies and the remainder for 
reintegration costs of the Arabs in their countries of present residence. 

(5) Formosa: 


Cost of United States programs benefiting refugees 
{In millions] 


Cumulative, through fiscal year 1955 * $450 
Proposed, fiscal year 1956 


1 Estimated. 


United States aid_te Formosa since fiscal year 1948 totals $702.6 million exclu- 
sive of purely military items. It is extremely difficult if not impossible to esti- 
mate with any accuracy that portion of the total program which could be said 
to have been partially or primarily for mainland Chinese on Formosa as opposed 
to native Formosans. An estimate in the range of four or five hundred million 
dollars is suggested as that portion which might be considered to have benefited 
primarily mainland Chinese refugees. A somewhat smaller proportion of the 
fiscal year 1956 proposed Formosa program which totals $102 million is esti- 
mated to be required for this purpose. 

The cumulative cost through fiscal year 1955 of the evacuation to Formosa of 
Chinese Nationalist troops and civilians from Burma, Indochina, Korea, the 
Cachen Islands, and Nanchi Island has been estimated at $13.3 million. This 
excludes, however, costs to the United States Navy resulting from its participa- 
tion in the evacuations from, Korea, the Tachen Islands, and Nanchi Island. Un- 
fortunately, no data on these Navy costs are immediately available to FOA. No 
evacuations are presently contemplated during fiscal year 1956. 

(6) Hong Kong (Chinese refugees in Hong Kong and Macao) : 


Cost of United States programs benefiting refugees 
{In millions] 


Cumulative, through fiscal year 1955 
Proposed, fiscal year 1956 
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Limited:funds have been made available through the United States escapee 
program to supplement the programs and activities of voluntary agencies and 
organizations engaged in refugee service in the Far Hast, notably in behalf of 
selected Chinese and European refugees in the Hong Kong area. Projects in- 
clude outward movements from Hong Kong to other areas where permanent 
resettlement is more feasible and local integration activities in Hong Kong, 
such as medical rehabilitation of wage earners, housing and vocational training. 
Over 38,000 persons have been given direct service, including 7,400 moved out of 
the Hong Kong colony. 

(7) Bolivia: 


Cost of United States programs benefiting refugees 


Cumulative, through fiscal year 1955 $360, 000 
Proposed, fiscal year 1956 800, 000 

The program to date involves Okinawan migrants who are not strictly classi- 
fiable as refugees. Approximately 400 have migrated to Bolivia involving an 
expenditure by the United States Army of $160,000 to provide transportation and 
an obligation by FOA of approximately $200,000 for costs in connection with 
resettlement in the Santa Cruz area of Bolivia. 

For fiscal year 1956 the proposed program totals $800,000 and includes funds 
for the transportation and resettlement of additional Okinawans. 

(8) Europe: 


vost of United States programs benefiting refugees 
{In millions] 


Cumulative, fiscal year 1938 through fiscal year 1955 $323. 8 
Projected, fiscal year 1956 10. 2 
The totals above do not include any estimate of either the United States dollar 
or the counterpart fund expenditures since 1947 of United States economic assist- 
ance programs which benefited refugees. It is not believed possible to estimate 
these amounts with any meaningful accuracy. 
The $324 million total of program costs through fiseal year 1955 also excludes 


the United States Army military operations expenditures in the period 194446 
for the care, control, and repatriation of 6 million United: Nations displaced 
persons. It does include the following: 


(a) United States contributions to the Intergovernmental Commit- 

tee on Refugees (1938-47) $4, 522, 000 
(b) Estimated expenditures for refugees by the United Nations Re- 

lief and Rehabilitation Administration (UNRRA) (1945-47)_ 28, 000, 000 
(c) The U. 8S. War Refugee Board (1944) 2, 500, 000 
(d) The International Refugee Organization (1947-52)___________ 237, 116, 000 
(e) The U.S. Displaced Persons Commission (1948—-52)__._____-___ 19, 000, 000 
(f) Estimated expenditures specifically for refugees (as differenti- 

ated from migrants) by the Intergovernmental Committee for 

European Migration (ICEM) (1952-55) 
(9) Housing for refugees in West Germany (1954) 
(h) The United States escapee program through 1955_____________ 
(i) Contributions to the United Nations available to the United 

Nations High Commissioner for Refugees through 1955 


The projected fiscal year 1956 total includes ICEM dollar expenditures spe- 
cifically for refugee movements estimated at $2,600,000; the proposed United 
States escapee program of $6 million; contributions through the United Nations 
to the High Commissioner for Refugees and proposed United States contribu- 
tions to the United Nations Refugee Fund totaling $1,650,000. 

(9) Total refugee programs: 


Cost of United States programs benefiting refugees 


[In millions] 


Cumulative, through fiscal year 1955_....-______._..__....--_._-.~-- * $1, 500.0 
Proposed, fiscal year 1956 


1 Approximately. 
2 Estimated. 
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It is difficult to assign definite amounts to assistance to refugees as such be- 
sause much of the United States assistance to areas such as Korea, Palestine, 
Vietnam, etc., has been necessitated by the outbreak of war in which substantial 
United States political and defense interests were involved quite apart from the 
incidental problem precipitated by refugees. The major United States interest in 
these areas has been to establish stable governments and lasting peace. As- 
sistance to refugees as such has been part of United States economic assistance 
to these areas and has contributed to the foregoing United States major objec- 
tives. 

(b) Agencies concerned with refugees and migrants 

(1) Intergovernmental Committee for European Migration (ICEM).—The In- 
tergovernmental Committee for European Migration (ICEM) is an international 
organization, outside the United States system, with a membership of 26 govern- 
ments. Its function is to facilitate and increase the movement out of Burope 
of surplus populations, including refugees, to countries in need of additional 
manpower. It concentrates on providing transportation to migrants who would 
not otherwise be moved. Through 1955 ICEM will have moved 428,000 migrants. 
United States contributions to the agency during this period total $34,483,770. 
In 1956 ICEM plans to move 174,350 persons for which a United States contribu- 
tion of $12,500,000 is proposed. 

(2) United Nations Relief and Works Agency (UNRWA).—A total of 887,000 
Arab refugees from Palestine located in Jordan, Lebanon, Syria, and the Gaza 
strip are today receiving aid from this United Nations agency. UNRWA not 
only provides rations and shelter for the refugees but has plans for engaging 
in irrigation and other water development projects in the Near East looking 
toward the permanent economic integration of the Arab refugees. 

United States contributions to this agency have been described under III (a) 
(4) above. 

(3) United States escapee program (USEP).—The United States escapee pro- 
gram is a United States-administered program which assists a relatively small 
group of selected persons who have fled from Communist countries in Europe 
and Asia and who are of special interest to the United States. The program 
provides supplemental care, training, and assistance in resettlement. 

Through fiscal year 1955 $9.1 million will have been expended by this pro- 
gram in the reception, care, maintenance, and resettlement of approximately 
70,000 escapees. A program of $6 million is planned for fiscal year 1956. 

(4) The Refugee Relief Act (RRA)—The Refugee Relief Act authorizes the 
issuance of 209,000 United States visas before January 1, 1957, to refugees, 
escapees, and relatives of United States citizens. Though not a part of the 
mutual security program, jt is related to it in that some of the persons eligible 
under the act are also eligible under the USEP or UNREF programs. In addi- 
tion, ICEM provides transportation on a grant or loan basis for persons coming 
to the United States under this act who are unable to meet the full cost of their 
transportation. No funds are available under the act for transportation to the 
United States of eligibles in need of transportation assistance. 

(5) Voluntary agencies.—The voluntary agencies participate in both inter- 
national and United States refugee programs. For example, they have carried 
out projects for the United Nations High Commissioner for Refugees in the 
past and it is planned that they will conduct projects approved under the new 
United Nations Refugee Fund. Escapee program projects are carried out essen- 
tially through contracts with voluntary agencies. In addition, they play a 
vital role in the operation of immigration programs such as the United States 
Refugee Relief Act in which they are active in the procurement of assurances, 
assistance to refugees in documentation and related activities, preparation for 
movement, and resettlement assistance upon arrival in this country. 

The ocean freight subsidy program should be mentioned in this connection. 
Through this program the United States bears the ocean-transportation costs 
of many voluntary agency relief shipments reaching the world’s refugees. 

(6) United Nations Refugee Fund (UNREF).—United Nations Refugee Fund 
is designed to assist in providing permanent solutions for up to 300,000 refugees 
not eligible for USEP assistance. Approximately 77,000 of these refugees are 
still living in camps 10 years after the war. Many others, though not in camps, 
would be assimilated into their countries of residence as the result of this pro- 
gram. Supplemental emergency care would be provided for some of the neediest 
refugees. 
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The United States has not yet contributed to this program. It is proposed 
that the United States contribute $1.4 million to the $4.2 million UNREF target 
program for calendar year 1955. 

Chairman Ricwarps. Are there any other questions? 

Thank you very much. 

The next witness and the last witness is Mr. William McCahon, of 
the Voluntary Foreign Aid Division. 


STATEMENT OF WILLIAM McCAHON, VOLUNTARY FOREIGN AID 
DIVISION, FOREIGN OPERATIONS ADMINISTRATION 


Mr. McCann. I shall be very brief, for two reasons, the hour is 
late, and the members sitting around the table are very familiar with 
this particular program. 

The item that we are considering is found on page 569 of the pre- 
sentation book and 570. It is a request for $2 million to support the 
work of the American voluntary agencies by paying the ocean freight 
on the relief and rehabilitation supplies which they send to needy 
persons abroad. 

There are some 25 of these agencies receiving this assistance. Dur- 
ing the past year or rather during the present fiscal year, for an expen- 
diture of approximately $1.5 million, the value of the goods which 
these agencies obtained from their own resources and delivered to 
needy persons around the world amounted to $23,250,000. 

Chairman Ricuarps. As I understand it, from your figures, the 
increase in what you are asking for the next fiscal year over last year 
was on account of the increase of the shipments to the Far East? 

Mr. McCanon. Yes, principally South Vietnam. 

I am sure you have heard of the project which is a joint undertaking 
between the International Rescue Committee and the junior chamber 
of commerce. It is known as Operation Brotherhood. They are ap- 
pealing nationwide for donations in kind, materials, medical supplies, 
hand tools, seeds, educational supplies, and the like which they hope 
to deliver to the refugees in South Vietnam. 

Such supplies are very much needed. They expect they will be able 
to get these donations in kind, but they do not have the cash to deliver 
the goods. This is one example of how money appropriated for this 
program will be used to assist private American agencies. 

I would like to submit for the record, Mr. Chairman, with your 
permission, the narrative statement which appears on page 570 of the 
presentation book. 

Chairman Ricnwarps. Do you have other statements to be submitted ¢ 

Mr. McCanon. No, sir. 

Chairman Ricuarps. Without objection, that will be done. 


GENERAL NARRATIVE STATEMENT 


This appropriation of $2 million is being requested to continue the ocean 
freight support on shipments of relief and rehabilitation supplies by approved 
American nonprofit voluntary agencies engaged in humanitarian activities 
abroad. Approved agencies are those registered with the Advisory Committee 
on Voluntary Foreign Aid and the American Red Cross. These private agencies 
draw their principal support from voluntary donations of the American people 
both in cash and in kind. It has been conservatively estimated that their com- 
bined constituencies comprise 75 percent of the American people. The program 
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is typically American, representing, as it does, a material expression of good will 
by our citizens for their less fortunate friends abroad. 

As indicated in the table above, supplies valued at $23,250,000 will have been 
shipped and distributed this year at a cost to the Government of $1.5 million. 
It is readily seen, therefore, that in terms of the value of the goods delivered, 
the cash outlay on the Government’s side is multiplied 1544 times. These goods 
include specifically food, clothing, medical and hospital supplies, school supplies, 
handtools for trades and agriculture, and other self-help supplies. Much of 
these goods are donated in kind without any cash contribution to cover delivery 
costs. Hence, the value to the agencies of ocean freight support, without which 
the program could not go forward at its present level. The increase in the 
amount requested this year as against last is principally to take care of substan- 
tially increased shipments of goods to South Vietnam. The voluntary agencies 
are gearing their programs to service the increased needs occasioned by the 
mass movement of refugees from North Vietnam. 

In each case, before expending funds appropriated for this purpose, a formal 
agreement is entered into between the United States Government ‘and the receiv- 
ing government, which guarantees on the part of the latter duty-free entry of 
goods and the payment of inland transportation costs from port of entry to the 
ultimate point of distribution. The American agencies for their part bear the 
cost of solicitation, processing, warehousing, packaging for export, and trans- 
portation to United States ports, plus the salaries and other administrative costs 
in maintaining field representatives in the countries of reception to supervise 
distribution. Thus, the program represents a three-way cooperative arrangement 
between the American voluntary agencies, the United States Government, and 
the foreign governments, with each contributing materially to its success. 
Under regulations which have been established for the program, all goods are 
adequately marked to identify their United States origin. These markings bear 
the FOA emblem and the wording “Gift of the American People—Ocean Freight 
Paid by the U. S. Government.” Additionally, each agency must main- 
tain in the recipient countries United States citizen representatives to supervise 
distribution and to insure that the supplies reach the persons for whom they 
are intended. 

These agencies are carrying on many other activities and services of interest 
to the United States in the field of technical cooperation, resettlement, and 
other services to refugees and escapees. During the past 2 fiscal years, they have 
also moved substantial quantities of agricultural surplus commodities with the 
help of funds appropriated by the Congress. A request for funds for this purpose 
for fiscal year 1956 is being presented as a separate item. 


Mr. Vorys. Is this a program where we had an interim hearing 
some months ago? 

Mr. McCanon. Yes, sir, but it wasn’t on this particular segment 
of the program. It was on surplus commodities and the question of 
additional funds to be transferred to support the movement of surplus 
commodities by voluntary agencies. 

Mr. Vorys. Has that transfer been made? 

Mr. McCanon. A transfer of $1 million was made. Our anticipa- 
tion when we met with you was that something up to $3 million might 
be needed. 

Chairman Ricwarps. Is there anything of the same kind in this 
proposal ? 

Mr. Paut. Yes. We have the second section of our ocean freight, 
Mr. Chairman, which is an amount of $13 million for moving surplus 
agricultural commodities under titles 2 and 3 of Public Law 480. 

We have presented the requirement for that, and the general narra- 
tive supporting that is on page 571 of your book. 

We don’t have any specially prepared statement for the record on 
this, Mr. Chairman, because the statement in the book was worked 
out carefully and we felt was sufficiently short so that we would not 
ask to add or submit an additional prepared statement for the record. 
We can summarize for you now the amounts that we are requesting 
compared to the total amount of agricultural commodities to be moved. 





MUTUAL SECURITY ACT OF 1955 503 


Chairman Ricuarps. How long will that take? Could you prepare 
a statement of that and provide it for the record ? 

Mr. Paux. We would be very happy to do so. 

Chairman Ricwarps. It will be placed in the record at this point. 

(The material referred to is as follows :) 


OcEAN FREIGHT—SURPLUS AGRICULTURAL COMMODITIES 


FOA has primary responsibility for administering title II of the Agricultural 
Trade Development and Assistance Act of 1954, Public Law 480, 83d Congress. 
This section of the act provides that up to $300 million worth of surplus com- 
modities held by the CCC may be used over a 3-year period to provide assistance 
to friendly peoples in meeting famine or other urgent relief requirements. Com- 
modities may be made available f. o. b. United States ports but the act does not 
authorize payment of ocean freight charges. 

Under title III of Public Law 480 certain surplus agricultural commodities, 
which would otherwise be wasted (primarily through spoilage), may be made 
available to eligible United States voluntary agencies for distribution overseas 
to needy people under certain circumstances. (Eligible agencies as defined 
in Public Law 480 are those registered with and approved by the Advisory Com- 
mittee on Voluntary Foreign Aid.) The commodities are clearly marked show- 
ing that the food is a donation of the United States Government. The voluntary 
agencies, in each instance, are required to maintain United States citizen repre- 
sentatives in the recipient countries to supervise the distribution of these sup- 
plies and to insure that they are delivered to the needy persons for whom they 
are intended. The recipient government for its part admits the goods duty free 
and pays the cost of inland transportation from port of entry to ultimate point 
of distribution. Under the present authority, commodities are turned over by the 
Department of Agriculture to eligible agencies at United States ports. 

Payment of the ocean-freight costs involved in moving the commodities pro- 
vided under both titles, as indicated above, is not authorized in Public Law 
480 and must be funded from one or more of the following sources: 

1. The government receiving the surpluses. 

2. The resources available to the voluntary agencies themselves (in the 
case of title ITI releases). 

3. Mutual security funds. 

The portion of mutual security funds specifically programed for this purpose 
is shown in the foregoing table. In addition to these amounts, some share of 
funds used for country programs is devoted to payment of ocean freight for 
surplus agricultural commodities distributed in connection with country propects 
or emergency relief. (These costs are included in amounts shown for country 
programs in the revional sections of this document.) Estimates of the share of 
country program funds, and of funds of recipient countries and voluntary 
agencies used for this purpose as well as the value of commodities shipped are 
given in the following table: 


[In millions of dollars] 





| . 
Estimated cost of shipments of surplus agricultural | Fiscal | Fiscal year 1955 
commodities under titles II and ITI, Public Law a come — — kanmmiesann 
480 } 1954 | 


| Pronosed, 
fiscal vear 

Os 

Total Title LI | Title III 1908 





Costs of ocean freight: 
Financed from mutual securitv funds speci- | 
fically programed for this purpose ; 
Financed from mutual security country pro- 
gram funds 


Total, mutual security funds... -_- 
Financed from resources of recipient countries 
and voluntary agencies _--._-....----.--- 2.4 9. 
Total ocean freight costs 42. 12.3 28. j 
Value of commodities... . - 102.0 291. 75 125. 0 166. 75 





! Includes $2.9 million from amounts appropriated under sec. 409 (c), and $4.4 million from funds appro- 
priated under sec. 201 (a) (1) and $1 million of savings in the prior year program for support of forces in 
Cambodia, Laos, and Vietnam under authority of sec. 409 (d). 
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Estimates given above of the value of commodities shipped are based for 
fiscal year 1954 on United States export market prices, and for later years 
on Commodity Credit Corporation cost and investment. Amounts shown for 
fiscal year 1954, before enactment of Public Law 480, include programs under- 
taken under authority of Public Law 77, Public Law 216, and sections 513 (b) 
of the Mutual Security Act of 1951, as amended, which were similar to those 
now carried out under title II of Public Law 480. 

A concerted effort is now underway to maximize the freight costs borne by 
the recipient governments. For example, with respect to the voluntary agency 
title III surplus programs, certain of the Western European countries receiving 
benefits under these programs might be expected to bear an increasingly larger 
share of these costs as their economic situation progressively improves. An 
estimate as to what might be expected by way of recipient government funding 
of title II programs is much more difficult to arrive at. In fiscal year 1955, 
60 percent of all title Il commodities were utilized in floods, famine, and other 
natural disasters for which, for the most part, no advance budget planning 
as to funding was possible. Such emergency operations, particularly those 
eceurring in countries which even normally might have difficulty in meeting 
these costs, must often, not only because of the economic situation of the 
country, but also because of time exigencies inherent in the emergency, be 
financed in substantial part by mutual-security funds. 

In fiscal year 1956, it is estimated that a total of $270 million worth of sur- 
pluses will be utilized in title II and title III programs, requiring approximately 
$27 million from all sources for ocean freight costs. It is estimated that an 
amount of $18 million will be required beyond that which the recipient govern- 
ments and, in the case of title III, the voluntary agencies can reasonably be 
expected to meet from their own resources. It is proposed that mutual security 
funds up to a maximum of $18 million be utilized to meet these costs so that 
surpluses in the total amount designated may be moved. 

On the basis of experience to date, certain situations requiring the utilization 
of surpluses can be anticipated in fiscal year 1956 for which country program 
funds can and logically should be used. An example in fiscal year 1955 of such 
a situation would be the circumstances which obtained in South Vietnam and 
which led to the use of country program funds, i. e., Operation Exodus funds, 
in relief-type surplus distribution projects. 

However, in fiscal year 1955 less than one-third of the ocean freight costs 
covered by mutual-security program funds could be met from funds which had 
been originally allotted for development assistance or defense support purposes 
to the particular country receiving the surpluses; in fiscal year 1956 this amount 
is estimated at $5 million. By far the larger percentage of ocean freight costs 
in fiscal year 1955 had to be met either by funds appropriated in section 409 (c) 
or by funds transferred for this purpose under section 409 (d) from elsewhere 
in the mutual-security program, usually from programs other than that in the 
country receiving the surpluses and hence at the expense of other unrelated 
operations. In fiscal year 1956 the authorization and appropriation of this 
latter residual amount, estimated at $13 million, is being specifically requested. 

It is not realistic at this time to estimate how the $13 million, if authorized 
and appropriated, might eventually be divided as between title II and title 
III projects. Costs of shipments under both titles could vary by as much as 
$6 million depending on (@) the extent to which recipient governments in fiscal 
year 1956 can finance ocean freight costs and (b) the extent to which country 
program funds can be made available, without serious detriment, for certain 
of the surplus distribution programs. The $13 million represents in a fact median 
average between the ranges of the two titles. 

Mr. Vorys. How much of the $13 million has to go in American 
bottoms? 

Mr. McCanon. The 50-50 requirement does not apply to these 
shipments. The goods are delivered at United States port and title 
passes to the private agency. 

I am now talking about the segment of the $13 million request which 
relates only to the voluntary agency movements. 

Mr. Vorys. How about the $13 million, where I think the 50-50 
does apply. 
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Mr. Pau. Yes, the other part does. I think Mr. Morse could give 
an answer. 


STATEMENT OF PETER MORSE, OFFICE OF THE GENERAL COUNSEL, 
FOREIGN OPERATIONS ADMINISTRATION 


Mr. Morse. I think that 50-50 does apply to title 2 of Public Law 
480, which is government-to-government programs of surplus agri- 
cultural commodities. But title 3, which deals with the Department 
of Agriculture gifts to voluntary agencies, the Department of Agri- 
culture solicitor has ruled that 50-50 does not apply to that. 

Part of the $13 million is under 50-50 and part is not. 

Mr. Vorys. Can you insert in the record just what we pay for the 
50-50 and what we pay extra / 

Mr. Pau. Yes. 

Chairman Ricuarps. That will be inserted in the record. 

(The material referred to appears on p. 778.) 

Mr. Morse. Just on this or the whole FOA program ? 

Mr. Vorys. We would be very happy to have it on both. 

Chairman Ricwarps. Are there any other questions? Thank you, 
gentlemen. We cre your coming up here and staying so long 
with us. You will hold yourselves available for further communi- 
cations, will you ? 

The committee stands adjourned until 10:30 in the morning. 

(Whereupon, at 5:50 p. m., the committee adjourned. ) 
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THURSDAY, JUNE 16, 1955 


Houser or REPRESENTATIVES, 
CoMMITTEE ON Foreign AFFAIRS, 
Washington, D.C. 

The committee met, pursuant to adjournment, in room G-3, United 
States Capitol, at 10:45 a. m., Hon. James P. Richards (chairman), 
presiding. 

Chairman Ricuarps. The committee will come to order. 

Ladies and gentlemen, we are privileged to have with us Hon. 
Chester Bowles, former Ambassador to India. 

Mr. Bowles, we appreciate your coming. We know your experience 
in this field and we would like for you to proceed in any way you 
would like here this morning. 

Mr. Bowes. Thank you, Mr. Chairman. I havea very brief state- 
ment that brings out some general principles which I think are perti- 
nent to the situation you gentlemen are facing. I will read it, and 
then I will be glad to go on as you like. 

Chairman Ricuarps. That will be fine. 


STATEMENT OF HON. CHESTER BOWLES, FORMER UNITED STATES 
AMBASSADOR TO INDIA 


Mr. Bowtrs. Mr. Chairman, and members of the Foreign Affairs 
Committee, I appreciate your invitation to appear before you to offer 
my views on the foreign aid bill. 

‘Since the war, I have felt that an adequate program of economic 
assistance was an essential element in an enlightened American foreign 
policy. In the changing world situation which we now face, its im- 
portance has been profoundly and immediately increased. 

It would be naive to assume that the conflicts of the cold war will be 
magically whisked away during the discussions this summer either 
at the summit or below. We earnestly hope that foundations may be 
laid for the gradual easing of tensions. To hope for much more at 
this early stage would be to court almost certain disappointment. 

The Russian thaw, however, emphasizes three crucially important 
points which seem to me pertinent to the present discussion of the 
foreign aid bill. 

First: The very fact that the meeting of heads of state is being held 
at all suggests the dev elopment of a nuclear stalemate produce “ed by 
the fact that both sides in the cold war have achieved or nearly achieved 
the power to destroy each other. 

Second: It would be folly to assume that Soviet willingness to 
(liseuss some of the issues which divide the world indicates a change 
in Moscow’s ultimate objectives. From Marx to Khrushchev, Com- 
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munist leaders have made it clear that their goal is a Communist 
dominated world and that this goal is unchanging and unchangeable. 

However, the arms race is a heavy drain on the Soviet economy. 
It tends to strengthen America’s relations with her allies and it carries 
with it the constant threat of ruinous atomic war. On October 24, 
1957, the Russian revolution will be 40 years old, and with middle age 
comes a sense of caution which even in a Communist nation may give 
such arguments an added persuasiveness. 

Thus the tactics by which the Kremlin seeks to reach its world ob- 
jective may be subject to drastic modification. That modification 
seems to be in process. Moscow may move the conflict into a new 
phase and even into a new arena where it assumes America’s response 
will be less bold and effective. 

Third. Almost certainly the most important aspect of this new 
phase will be the effort of Moscow and Peking to split the Western 
World and to win the hearts and minds of the 1.2 billion people of 
the so-called middle world of free Asia, Africa, and South America. 

This effort will feature not only adroit diplomatic maneuvers but 
greatly expanded cultural and educational exchanges and a Soviet 
version of point 4. Such programs, borrowed directly from us, and 
already in full swing, are likely to grow rapidly. 

The Soviet Union understands an essential fact which is still not 
recognized by many Americans: The middle world with its vast 
resources and populations may represent the ultimate balance of 
power. That is why Moscow will seek every means to win its sup- 
port, as an essential step in its program to isolate America. 

Even if these heightened cold war factors did not exist, amy man 
who honestly and deeply accepts the moral principles laid down in 
the Bible knows that as a rich and powerful people we have an obliga- 
tion to help others who are less fortunate. 

lf we add the fact that timely, effective aid now may save far 
greater expenditures later, and that the challenge of the new com- 
petition demands an expanded and sharpened effort, the urgent need 
for an adequate foreign assistance program seems to me irrefutable— 
even for those few who deny the importance of moral principles in 
dealing with other people in international affairs. 

Let me emphasize, however, that I do not believe in opening the 
aid spigot on a “come one, come all” basis. We cannot successfully 
help those who will not help themselves. Next to colonialism, 
feudalism is Moscow’s most dependable ally. 

Although it is impossible to lay down hard and fast rules, I 
submit that over the long haul no government is entitled to the assist- 
ance of the American taxpayer which does not tax its own wealthy 
group as heavily as we do, which does not face up to the explosive 
implications of land systems in which the cream of the crop goes 
to landlords, or to the need for controlling its reserves of dollars 
and pounds so that imports of fertilizer and bulldozers take priority 
over Cadillacs and Paris evening gowns. 

There may be exceptions for the short haul, but they shouldn’t be 
too many, too frequent, or too abused. 

Finally, let me suggest that we should be clear in our own minds 
about precisely what foreign assistance can and cannot do. Foreign 
aid cannot buy us allies or satellites. Nations which are worth having 
as friends in a crisis cannot be bought and sold. 
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Foreign aid cannot assure us the gratitude of the recipients. Grati- 
tude like loyalty is not for sale. | 

Foreign aid cannot enable us to perpetuate the status quo. Let 
us make no mistake about that. If the issue before the people of 
Asia, Africa, and South America becomes changed, advocated by 
Moscow and Peking, and the status quo advocated by Washington, 
Moscow will win hands down within the next generation. 

Adequate foreign aid, ably, firmly, and sensibly administered, and 
coupled with a sensitive and astute diplomacy appears, however, 
to be no less than essential if the areas of freedom are to be extended, 
strengthened, and ultimately rendered Communist-proof. 

Such aid can give encouragement to democratic peoples of Asia, 
Africa, and South America in their struggle for a better, freer life. 
It can speed up the rate of their economic development and enable 
them to match or surpass the economic progress of competitive Com- 
munist nations, especially Communist China. 

It can help to foster in these democratic people a sense of purpose, 
progress, and pride in their own indigenous achievements which will 
create a spirit of independence and the determination to defend that 
independence against all comers. 

With our military program we should draw very clear, sharp lines, 
and we should be prepared to defend those lines at any time. But the 
future of the world may be decided by what happens behind those 
lines. - Only to the extent to which we can help develop indigenous 
faith and strength and confidence back of those lines will stability 
and peace become possible. 

In the last few years I have had the opportunity to work with and 
to observe our foreign-aid program in most countries of Asia and 
Africa. If anything in my experience can be of assistance to the 
committee, I shall be delighted to put it at your service. 

Chairman Ricuarps. Thank you, Mr. Bowles, very much, for your 
statement. 

Mr. Gordon. 

Mr. Gorpon. Mr. Ambassador, it is always nice to see you. 

At this time I have no questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. Currerrietp. Mr. Ambassador, I liked your statement. It is 
very constructive. You have had vast experience in India and in 
that area. 

I would like to ask you this question: Do you think that Ceylon 
ought to be brought into this program ? 

Mr. Bowtrs. I would like to see Ceylon, very much, brought into it. 
I think the incident was quite unfortunate, out of which Ceylon was 
denied aid. I do not think we were legally able to do anything very 
different, but. we should understand their problem. 

Ceylon had a rubber crop and they could get 34 percent more for 
the rubber crop in China than they could anywhere else. 

They offered it to us. We didn’t touch it. And I was told by peo- 
ple who are as devoted to democracy as any of us that if the Govern- 
ment turned down that proposal the Government would have been 
knocked out at the next election. 

I would very definitely like to see Ceylon brought into the program. 
I think it is important that they should be brought in. Certainly they 
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have stood out sharply on the side of freedom at Bandung and else- 
where. There is no doubt about where their heart lies. 

Mr. Gorpon. Will the gentleman yield? 

Mr. CurtrerFrecp. Yes. 

Mr. Gorpon. To where are they exporting their rubber ? 

Mr. Bowes. To China. 

Rubber is one of their big crops and they tried to sell it tous. China 
came along and offered to buy half their rubber crop at 34 percent 
above the American price. That meant that, averaged over the whole 
rubber crop, they were getting 17 percent more than they would have 
gotten otherwise. 

The product which the Chinese gave in return was rice. This is in- 
teresting, because this rice must have been really squeezed out of the 
Chinese people. They have no rice to spare. 

Nevertheless, when this occurred, I believe, in the fall of 1952, we 
cut off their aid. As I think probably technically we had to do. 

Mr. CurrerFIELD. Under the Battle Act. 

Mr. Bow es. Yes. 

However, I think it worked out rather unfortunately. 

Chairman Ricuarps. Mr. Morgan. 

Mr. Morcan. Mr. Ambassador, when did you leave India? 

Mr. Bowtgs. A little over 2 years ago. 

Mr. Morean. How was their 5-year plan for economic development 
going along when you left ? 

Mr. Bow es. It was hanging in the balance when I left. I thought 
it was going to work. I was not sure. 

I went back this winter to India and spent 5 weeks there. I was 


amazed at the progress they have made in that pce They had 


moved far beyond anything I had hoped for. Of course, they were 
favored by some very good weather. They had two excellent mon- 
soons and partly as a result of that and partly as a result of new irri- 
gation, fertilizer, and better methods, they were self-sufficient in food. 

Now, wher India becomes self-sufficient in food, that is quite an 
accomplishment. 

They feel that within another year or two, even if they get a bad 
monsoon, they will have so much irrigation and so much new fertilizer 
available that they will be able to hold their production up to a point 
where they can remain self-sufficient. 

The program of village development in India is quite spectacular. 
They are in 110,000 villages already covered. They expect that within 
the course of the next 6 years it will cover all of India. It not only calls 
for better food production methods and agricultural methods, but also 
2 complete public health system and primary schools. It is modeled 
on our own rural programs of our own Department of Agriculture. 

The contrast, in method, of course, with China is very sharp. India 
is going out to try to better the life of her rural people, and China is 
squeezing very hard on her rural people. 

India recognizes the political power of the peasant in Asia and is 
trying very hard to win him into a stable democratic society. I think 
they are succeeding. 

China, of course, is going at it in the opposite way in her effort to 
speed up industrialization, and is exploiting the peasant brutally. 
This may, of course, eventually be China’s downfall. 

Mr. Morgan. I yield to Mr. Chiperfield. 
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Mr. Cuirerrtetp. What do you mean by an excellent or a bad mon- 
soon ? 

Mr. Bowtes. Monsoon rains. 

Mr. CurrerFievp. I understand. 

Mr. Bowes. In some years, they may come steadily, at the right pe- 
riod of planting and the right period of harvest—not so much that it 
floods everything away, but the necessary amounts for good crops. 

Other years it has been less dependable. They went through a 
bad monsoon cycle of 3 or 4 years. This is the period in which our 
grain loan was so important to them, when they were desperately short. 
Now, they seem to be a cycle of better monsoons. 

Of course, irrigation is being developed on an extraordinary scale 
in India. They already have 50 million acres under irrigation which 
is 214 times what we have in this country. In the next year or two 
they are adding another 17 million, which in itself is almost as much 
irrigation as we have in America, altogether. This program is being 
5 percent financed by the Indians, as is their whole program. It is 
financed by very stiff taxation, a certain amount of deficit financing 
and a lot of hard work. 

Mr. CuiperFieLp. Thank you, Doctor. 

Mr, Morean. Mr. Ambassador, during the debate on the floor on 
the wheat for India bil], this committee was accused of passing a bill 
to send wheat to India for the sacred monkeys. How much of this 
wheat went to the sacred monkeys? 

Mr. Bow tes. I traveled something like 60,000 miles in India and I 
suppose I saw during the course of that period maybe 10,000 monkeys, 
in the course of 2 years—I don’t know, I may have seen that many. 

Mr. CuipeRFieELp. How many people did you see? 

Mr. Bowtes. I saw quite a few. 

Mr. CurrerFIELD. There are more than 10,000 people, are there not? 

Mr. Bow es. Seriously I do not think that the monkeys are much of 
a problem. I think they eat such a small fraction of 1 percent of 
India’s human food that you could not find it. 

More than that, we are wrong when we overstate the rigidity of 
these religious concepts. Orissa is as traditionally a Hindu state as 
any state in India. Yet Orissa has a law that provides for the pay- 
ment of one rupee, which is 20 cents, for three monkeys’ tails, and the 
monkey tails presumably all come off dead monkeys. They have 
killed something like half a million monkeys in Orissa. 

In other words, when such situations get to a point where they 
really start to threaten peoples’ livelihood, they do not sit back and 
quietly starve to death. 

Chairman Ricuarps. Your time is up. Did you have another 
question ? 

Mr. Morean. I just wanted to say these sacred monkeys are turn- 
ing out to be a valuable investment in the United States, in our polio 
vaccine research. 

Chairman Ricuarps. We have two doctors on the committee, Dr. 
Morgan and Dr. Judd. 

Mr. Jupp. Mr. Bowles, I greatly appreciated and valued your 
statement, because I think you put your finger on the heart of several 
of the most important aspects of this whole problem and program. 
I particularly welcomed your emphasis upon the importance of the 
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people behind the Iron Curtain. I, myself, feel that every proposal 
that is made by anybody ought to be judged first by this question : 

What will be its effect on the eight or nine hundred million people 
behind the Iron Curtain—that is, their will to resist, their hope, their 
morale? 

Sometimes at our conferences, even at the summit, or in speeches our 
officials make, there are suggestions of softness or appeasement, per- 
haps made in order to please or reassure some wobbly allies or timid 
neutrals. I suspect they may do more harm to our net security through 
causing despair in the hearts of people behind the curtain who say, 
“Well, if the West does not understand communism any better than 
that, what is the use of our resisting it ?” 

You have made clear you understand it, that the recent campaign of 
agreeableness is a tactical shift. I wish all of our people could share 
in what you have stated and what you have observed as a result of your 
long service out there. 

I have no questions. Thank you. 

Mr. Bow es. I think it is a tactical step. I think its implications 
might be quite profound, however. 

Mr. Jupp. Oh, yes. 

Mr. Bow tes. I read in Life magazine—not in a secret report such as 
ex-bureaucrats like myself no longer have an opportunity to see—that 
9 percent of our total electric power is going into atomic development. 

Now, if 9 percent of the fantastic power capacity of this country is 
going into atomic development and if Russia is matching us as much as 
1 to 3 in nuclear development, their percentage of power use must be 
very high—20 or 30 percent, perhaps. 

They have discovered that threats and aggressive military moves 
solidify the Western alliance, tighten up the opposition. They also 
know that there is always a chance that one of these incidents may 
blow up into a full-blown war. So, I think, without changing their 
objectives in the slightest they are moving out to try to neutralize as 
much of the world as possible, to split us from our friends and eventu- 
ally to isolate us. 

When I was in India this winter I was startled by the number of peo- 
ple going to both China and Moscow on grants. They were not pick- 
ing the fellow travelers, or the obvious people who might become 
sympathizers. They were picking highly respectable non-Commu- 
nists. A lot of them were coming back impressed and also confused 
about what they have seen. 

I must have talked to 30 people who have been to Communist China, 
and invariably their statements dealt with how clean Peiping was, how 
orderly it was, and how enthusiastic the people were. They were very 
laudatory. 

Toa group one night I said, “What you have just said about Peking 
reminds me of what many Americans said who visited Rome or Berlin 
in 1939, just before Hitler’s divisions hit Poland. There, too, the 
streets were clean, the people were orderly and everybody was enthu- 
siastic.” They had not really thought of that. 

One of our great difficulties in dealing with the middle world of 
Asia and Africa is that the chapter of history that started with the 
Hitler-Stalin pact of 1938 and extended on, right through to Korea, 
at least, has hardly been read there. When that important chapter 
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of history was being written, the people of Asia were largely involved 
in their own independence movements and their own difficulties and 
conflicts; in other words, in trying to survive as a people. 

While we were being educated, gradually, item by item, disappoint- 
ment by disappointment, to understand what world communism 
means, these people were involved in completely different experiences. 
As a result they have not read this essential chapter. “hey have tried 
to pick up the cold war conflict at a later point and they have missed 
page after page that we have taken to heart. This is one of our dif- 
ficulties in reaching an understanding with many non-Communist 
people in Asia and elsewhere. 

Chairman Ricnarps. Mr. Carnahan 

Mr. CarnaHan. Mr. Bowles, I wanted to ask about the sacred cows, 
too. You commented on the sacred monkeys. I want time left in 
my 5 minutes to ask you a further question about the village movement 
program. Would you care to comment on that, but first on the sacred 
cows. 

Mr. Bow tes. Let’s start with the fact that if there were no cows in 
India, the people would starve. They have a great number of cattle, 
probably 140 or 150 million total, against our 80 or 90 million. 

Mr. Carnanan. There is distinction between the sacred cows and 
the cows they use? 

Mr. Bow es. To the Orthodox Hindus they are all really sacred. 
They are also the method of locomotion, they draw the plows in India 
and they are the method of transportation in India. However, 
when the cows get old and a little tired with life they are frequently 
allowed to wander around at their leisure. Of course, that leads to 
this feeling that they are a drain on the country, and to that degree 
they are. 

However, they are again taking measures. Many thousands of cat- 
tle are brought out of the cities, put up on hillsides in great groups, 
and as they die off they take the carcasses and the bones. Stray bulls 
are also being castrated all over India. They are doing everything 
they can, within the limits of their religious framework, to meet the 
problem. Again I would say that the drain on India’s human food 
supply was well under 1 percent. 

Mr. Carnauan. You commented on the village movement program. 
1 think you said 110,000 villages were receiving the treatment. 

Mr. Bowtes. Yes, and 80 million people. 

The program hopes to cover all of India by 1961. It is organized 
like our own rural programs. 

Mr. Carnanan. They have reached about a fifth of the villages? 

Mr. Bowres. By the end of next year they hope for one-fourth. 

Mr. Carnanan. How are the training centers, their graduates, turn- 
ing out? How long does a man stay in a training center? 

Mr. Bowtes. He has a year’s agricultural training first. Then he 
has 6 months’ intensive training in techniques of village work, in work- 
ing with villagers, getting their cooperation, also in rudimentary public 
health and how to start a school. 

Each village worker has about 2,500 people. In other words, he 
has 5 or 6 villages. Over him are several specialists. He is a 
generalist, dealing with all phases of village development work. 
When he runs into a public-health problem he can’t solve, he calls 
in the public health specialist. When he has difficulty getting « 
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school started he calls in a specialist on schools. These specialists 
have about 25 villages each under their direction. 

They are also developing another group of specialists who promote 
competitions, dancing, rural art, and otherwise strive to elimihate 
some of the drabness of village life. 

They are getting a tremendous amount of free labor. Rural India 
is being built as much of our own country was built, by free, rural 
cooperation. The village worker goes into a village and says, “Do 
you want a school, a road, or a clinic? What do you want most?” 

“We want a road so we can get to market,” the villagers may say, 
“Why doesn’t the Government build us a road ?” 

This village worker is trained to answer, “No, you have to build 
the road yourself. How many of you will give 3 months of your 
free labor after the crops are in? And how many will then pitch 
in to build a new nis and how many will build a clinic? If you 
don’t build a clinic, the public health people won’t come through here. 
If you don’t build a road they can’t bring the trucks with the X-ray 
machines through.” 

Thus they develop a sense of excitement and participation. They 
have discovered that when you do things for Hh a the people 
usually say, “Why don’t you do more for us?” And there is always 
the Communist who says, “You should see what is going on in Russia.” 

When the gains are achieved by a partnership of government aid 
working through them and for them, there is a healthy sense of 
participation. 

If a Communist then comes along and says, “You should see what 
a much better job we are doing in Russia; this isn’t very good,” he 
is in effect criticizing the work of the village, itself. 

This factor is being developed very vigorously, this program of 
self-help and participation. I think it is the heart of their pro- 
gram. The essential comparison between China and India lies in 
the villages. Two totally different treatments. 

Chairman Ricuarps. Mrs. Bolton 

Mrs. Borron. I am so late, I am sorry to say, that I do not have 
questions at this point, Mr. Chairman. 

Chairman Ricwarps. Mr. Hays of Arkansas 

Mr. Hays of Arkansas. I am disturbed about Ceylon being left 
out, because of the technicalities in the Battle Act. 

I gather that you feel that on the whole, we would have more to 
gain by retaining her as a part of this team, than we lose? 

Mr. Bow tes. I think Ceylon is dedicated to democracy. She also 
faces the very practical problem that she is dependent upon the ocean 
for transportation. Ceylon is not going to join the Communists, 
whatever we do. It is not that. 

Most of these countries do not have much to trade with China. It 
comes right down to the fact that there is practically no natural trade 
between, for instance, India and China. A great effort is made to 
build up the historic and economic relationship of India and China, 
but actually it is almost nonexistent in a natural sense. India needs 
all the things that China needs and vice versa. 

I have read the history of that part of the world rather thoroughly. 
Their “traditional” contacts come down to 3 or 4 Buddhist monks in 
the fourth century and then again in the sixth and seventh centuries, 
who spent a good deal of time there and wrote extensively about it. 
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The natural flow of trade is not between China and this part of 
the world. 

Mr. Hays of Arkansas. The Prime Minister’s performance at Ban- 
dung was great, I thought, a service to the West, and we cannot be 
indifferent to that. 

That means, then, that we need to take a look at that phase of the 
Battle Act and bring it down to date, so that we do not discriminate 
against a good friend. 

‘Is that your position ? 

Mr. Bow es. I think that is right, sir. I think we have to look 
at the practical implications of these things. 

Moreover, I think we ought to pay competitive prices for rubber. 
I think it is silly to let half of that crop go to China for that price. It 
has upset Malaya; it upsets Indonesia and the whole rubber situation 
all the way through. 

Mr. Hays of Arkansas. Do you have any recommendations to the 
committee on changes in that program, fundamentally? Are we 
on the right track, bilaterally and sgeaeogpteer 

Mr. Bow tks. I feel we are on the right track. I think we have to 
examine the foundation a little more carefully than perhaps we have 
done. I tried to bring it out in my statement. To feel that we can- 
not buy people’s friendship or put them in the position of being a 
satellite or accepting our tt oct willy-nilly, with aid. This, I 
think is false. It won’t work. Anybody that you can buy, isn’t worth 
buying. You can’t buy most Americans; you can’t buy most good 
foreigners. 

What we have to realize is this: An underdeveloped nation striv- 
ing through democracy to raise itself by its bootstraps runs into prob- 
lems that the Communists countries do not have. 

1. The Communists can tax their people much more heavily, ob- 
viously than they can in a democracy. For instance, the taxes on the 
Chinese peasant are much tougher than those on the Indian peasant. 
China is a dictatorship and they can grind that tax out of those 
people. That is advantage No.1. A totalitarian government can get 
nore out of its people through taxes. 

2. A Communist government can give less to the people. In a 
Communist country, they say “We can give you some slogans and 
some songs and a few parades, but don’t look for pots and pans or 
better cloth or more consumer goods. We are not going to give them 
to you.” 

a democratic country that operated in that way would be voted 
out of office. 

A government like the Burmese, Ceylon, Indian, or other govern- 
ment must get elected and they can’t get elected unless the people feel 
that something is happening in the villages. 

It is not enough in India to show the villager a picture of a steel 
mill 2,000 miles away and say, “Look at the progress India is making.” 

He says, “I want to know what is happening in my village. I want 
to know whether malaria is being eliminated . I want to know 
whether they are getting schools. I want to know whether these im- 
provements are going forward.” 

So, in the rush for rapid industrialization and development, your 
Communist nation first has the advantage of being able to squeeze 
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the people harder through taxes, and, second, they are able to give the 
people less. I think if you looked at India tax schedules, you would 
agree that they are as heavy as any such country can stand and remain 
a democracy. 

I once asked a finance official, “How do you know when you have 
taxed too high?” 

He answered, “When the riots start, we take the taxes off a little 
bit. We know we have gone too far.” 

Mr. Hays of Arkansas. Did you say India? 

Mr. Bowes. India. 

Yet when they get all through doing this, they have 7 percent of 
their gross national product saved for expansion. Of course, the 
rate of growth of any country—every Congressman has to be an 
economist—after a fashion—depends on the amount of what it pro- 
duces over and above what it consumes. That determines the margin 
of expansion. ; 

India consumes 93 percent of what she produces. She used to con- 
sume 96 percent of what she produced... This gives her a 7-percent 
margin for development. 

The Communist Chinese claim that they are only consuming 80 
percent of what they produce. Whether that is accurate or not I do 
not know. Frankly, I mistrust it. I think probably 16 or 17 percent 
is closer to the truth. 

Nevertheless, taking this lower figure, they have more than twice 
as much to throw into development, than India has. 

Now, that seems to me to be the real guts of the foreign aid problem. 
The penalty for trying to do the job democratically is (a) you can’t 
tax as hard, (6) you have to give the people more in direct advance- 
ment, year by year. The result being, the Communist country goes 
ahead faster. Thus, the fence sitters begin to say, “Look, this Com- 
munist country is moving ahead at a much faster rate than the demo- 
cratic country. We'd better try communism.” 

I think the American people at some point have got to face up to 
that fundamental set of figures, because a democratic underdeveloped 
country simply cannot match the Communists through our way of 
doing things. Thank heaven, they are trying to do it our way, but 
these people are desperate for progress. They are desperate for 
change. They think that science can perform miracles for them. 

Toynbee said that the greatest factor of our age is not the atomic 
bomb, but the fact that people all over the world have suddenly dis- 
covered that they can live a better life quickly, or they think they can. 
And this is what is driving them. 

Now, India through great effort is moving her 7 percent up to 11 
percent, in the next 4 years, through her own efforts. Eleven percent 
is going to be her percentage of savings, compared, then, with China’s 
17 or 18 percent. In other words, they are trying desperately, through 
their own hard efforts, to close the gap. 

Mr. Hays of Arkansas. Thank you, Mr. Ambassador. 

Mr. Gorpvon (presiding). Mr. Vorys 

Mr. Vorys. I wR no questions at this time. 

Mr. Gorpon (presiding). Mrs. Kelly 

Mrs. Ketity. Thank you, Mr. Chairman. 

Mr. Bowles, are the Indian people aware of the possible future 
threat from the north? 
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Mr. Bowes. They are much less aware than we are, or than we 
think they should be. ‘There are many reasons for this: 

First, they haven’t read this chapter of history I spoke of. They 
didn’t go through the Yalta disappointment. They didn’t live 
through the period of blasted hopes that we have experienced year 
after year, after we saw the Communists continue to be Communists— 
to the surprise of many of us, but not all of us. 

On the other hand they have had a very vivid experience with 
colonialism. Part of our conflict is this: The British moved out of 
the Middle East, as a power for stability, when they moved out of 
India. They also moved out of southeast Asia as a power for stability 
on a major scale, when they left India, because the instrument of 
power was the Indian Army. The Indian Army had been a powerful 
factor in the stability of that whole part of the world for generations. 

The British diplomacy blocked the Czar over and over again from 
moving into the Middle East, and British diplomacy backed by the 
Indian Army was the factor the Japanese had to contend with in 
southeast Asia when they moved in there. 

When the British left India, their major instrument of power dis- 
appeared. The Indian Army became neutralized. We then did 
the logieal thing of saying “Vacuums have been created, and we have 
had enough experience with Hitler and the Communist in general, 
to know that vacuums tend to attract aggressors. So we must now 
move to fill these vacuums.” 

So we moved in with our alliances, our bases, with our SEATO, and 
these other programs. 

We said to these people, “We are trying to save you by filling these 
vacuums so that you can go about your business and develop your 
country.” 

But they asked: “Did we ask to be saved by you? We think you 
are here for some other purpose. Whenever we have seen the white 
man come to Asia, he has come as an aggressor. He has come seeking 
colonial advantages. We distrust all this talk of anticommunism. 
We don’t think you are here to try to save us. We think this is a 
new colonial tactic.” 

I said once to a very prominent Indian, “The British Fleet, whether 
we like to admit it or not, stood between America and the Old World 
for 100 years. If it had not been for the British Fleet, which had 
the same interest that we had in stability, we would have had to put 
much more money into military and we would have had to have a 
foreign policy, which we were able to do without through most of the 
last century.” 

To my Indian friend I said, “We are trying to do now for you what 
the British in a sense did for us, to build a wall behind which you 
can create you democracy and build your indigenous strength.” 

“Wait a minute,” he said, “there is a very great difference. The 
British did not keep reminding you that they were saving you. If 
you did not talk quite so much we would welcome this wall that you 
are building but you talk so much about it, you claim so much credit 
for it, that we get suspicious and resentful.” 

This is at the heart of much of our misunderstandings with the 
south Asians. As we move to fill the vacuums, in all good faith, trying 
to build these walls, they see us as a colonial factor. They have never 
seen the white man come before when he did not come for a purpose 
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which they did not feel was in their interest. That is unfair to the 
white man, who did many good things in that part of the world. But 
they do not remember that. 

Mrs. Ketiy. Are they aware of the position their leaders are taking 
with the Commmunist regime? 

Mr. Bow es. I do not think the mass of the people are; no. I think 
that in most countries of Asia you are dealing with the educated 
minority. 

Mrs. Keviy. They are not aware of the stand that Nehru is taking 
with Red China? 

Mr. Bow es. I do not think down in the villages they are to any 
extent. 

Mrs. Ketiy. They do not even know that he is endeavoring to admit 
Red China into the United Nations or anything like that? 

Mr. Bow es. I do not think the average villager in the back country 
has ever heard of the United Nations. 

Once I went into an area on the west coast of India with my wife in 
a small boat—just the two of us. My wife could speak the language, 
and thus we could get along. They had never heard of an American 
Ambassador. 

You are dealing in most of these countries with the educated people 
or semieducated, who have been to school. India has 250,000 boys in 
college, you know; 50,000 graduates a year. There is a big group 
of educated people. 

Moreover, when we look at China the picture is far more clear than 
it is for us. We see a country that has adoped a philosophy which 
we despise. A country with whom we tried to work for years, bring- 
ing their students to our country, educating them, and sending them 
back. “A country to which we sent our missionaries and doctors and 
teachers: a country for which we had great good will. We see this 
country now tied to Moscow, attacking us in Korea, charging us with 
germ warfare, and generally being unpleasant. We see all that, and 
we are not happy about it. 

The Indian sees some of that but he also sees an Asian country that 
got rid of the westerner, which gives them a great point in common; 
a country that is trying to raise itself up by its bootstraps, which gives 
them something else in common, and this leads to a tolerance of things 
of which we are not tolerant. 

Mrs. Ketty. Are those you call educated in complete support of 
Nehru’s policies ? 

Mr. Bowtes. I would think Nehru had the complete support of his 
country. Oh, yes, to a decree that very few leaders have in this 
world today. 

Most Indians feel that any practice of taking sides vigorously 
would require them to raise an army of something Like 2 million men, 
and this would undermine their hope for rapid internal progress. 
With great feeling, they say that if communism comes to India it is 
not going to come through the Khyber Pass, through Soviet armored 
divisions, or through Assam from the Chinese. It will come up out of 
the slums of Calcutta and the poverty of Hyderabad. It will come 
internally, by a breakdown of the effort to improve the life of the 
people. 
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And if the Government does not improve the life of the people and 
if the people do not feel that they have a sense of participation, of 
belonging, a sense of greater emotional security as they develop their 
country, then any one of these Asian countries, including India, can 
fold up and go under, without the invasion of any Communist armored 
divisions. 

I worry about the Red army divisions. But in today’s context of the 
cold war I also worry about what happens behind these strategic lines 
we are drawing. What kind of development in growth is there among 
these people. That, I think, is the issue that may shape our world. 

Mr. Gorvon (presiding). Mr. Fulton 

Mr. Fuuron. Do you believe that India is making enough progress 
as a people, economic as well as government, that our program of aid 
in India is worthwhile and should be continued ? 

Mr. Bowtes. Yes, I do; very definitely. 

However, I wish we could in some ways do more in the industrial 
area, particularly. India is very anxious now to build up her indus- 
tries, and China, of course, is working hard to do that very thing. 

There is, in a sense, whether it is accepted or not, in spite of all tlie 

»rotestations of good will and so on, there is an inevitable competition 
aes India and China, over a period of years, They are trying by 
totally different methods to build up their countries. 

Now, as I pointed out through the lack of emphasis in China on 
consumer goods or consumer betterment, they are able to move ahead 
in the industrial part of their economy quite a lot faster than are the 
Indians. I would like very much to see us make major loans avail- 
able to the Indian Government. Long-term, low-interest loans. 
They do not want grants. 

I would love to see American engineers and planners—economic 
planners—tackle some of the problems of helping them to build their 
steel industry, their fertilizer plants, and the rest. 

Mr. Futron. We should point out that India’s Government costs the 

eople less, because administrative costs in Communist China have 
tos as high as 25 percent of their gross national product, simply to 
administer. 

Mr. Bowtzs. Plus the load of the Chinese Army. 

Mr. Fuiron. Secondly, we should also point out that when a country 
has been very backward and dienes’ as China has been, to begin 
with, her percentages will go up quicker. This is simply because of 
the area of reference in which the Chinese people are operating. 
Such percentages would be expected at first to rise much more quickly 
than they would in India which has been stable and partially devel- 
oped. India has already passed through these initial stages. 

Mr. Bowres. That is correct. In transportation, India is way 
ahead of China. 

Mr. Fuuron. I think India is doing well considering her higher 
level. 

Mr. Bowtss. Let me give you an example: In Telengana the Com- 
munists tried to take over in 1948. The word went out from 
Moscow to stage rebellions all over Asia. One of the places where 
rebellions broke out, of course, was in India. The Communists took 
over several thousand villages. The hammer and sickle was flying 
over lots of villages and a great many landlords were killed. It was 
a full-blown war, involving about 50,000 police and troops. The Com- 
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munists were crushed after about 2 years of hard and difficult guerrilla 
fighting. They tried to take this particular area, because it was the 
most feudal, and most backward. They tried to build their own 
Yunan out of it. 

In 1952, I was discouraged from going down there because it was 
said there were still occasional outbreaks of disorder, and that they 
would have to send a group of police with me wherever I went. 

I went this year and spent 2 days there and saw a spectacular dif- 
ference. There was not a single Communist flag flying anywhere. 
The food production is almost double. Half the children under 10 
are in school, and they will have another 30 percent in schools by the 
end of this year. Malaria has been cut from 60 percent down to 3 
percent and the spirit of these people is extraordinary. This has been 
done through the village program. 

Mr. Fuuron. We have a fine, democratic program in operation in 
India domestically. While we don’t like India’s foreign policy in 
many respects, nevertheless, the base of India is the people in which 
we are greatly interested, who are strongly democratic and therefore 
should we not continue the program ? 

Mr. Bowtegs. I couldn’t agree more heartily. 

Mr. Futon. May I point out as a matter of comparison. Here is 
the state of Yugoslavia, a dictatorship, and the United States people 
disagree thoroughly with their political policy at home, and their type 
of dictatorship, as well as with their foreign policy. Nevertheless, 
the United States aid program there continues. And here is India, 
where we might disagree in large measure with the foreign policy of 
their Government, but we agree wholeheartedly with the domestic 
policy of democracy. Is that not right? 

Mr. Bowtes. That is right and let me add this, that for a great 
many years we here in America did not recognize the nature of the 
world in which we are living. As late as 1939 we did not think that 
the antics of Mussolini and the aggressions of Hitler were any of our 
business. We only took it to be our business, really, when the bombs 
fell on Pearl Harbor. Of course, Indians remind us constantly of 
the fact that when we say they have got to be for us or against us, 
we should think how we would have liked the British to say to us in 
1939, “Either you are pro-British or pro-Nazi.” We would have 
resented it, 

Mr. Fctron. May I compliment you on your services as an Ambas- 
sador to India as a Republican, and may I say further that Sherman 
Cooper, I believe, is already making a fine Ambassador. 

Mr. Bowtes. He is an ideal person. I hear great reports about 
him. I had a half dozen letters in 1 week from India about Ambas- 
sador Cooper and what a wonderful job he is doing. 

Chairman Ricwarps. Mr. Dodd 

Mr. Dopp. Thank you, Mr. Chairman. 

I am happy because of the distinction which the former Governor 
of Connecticut brings to this committee by his splendid testimony 
here this morning. The committee will pardon a certain amount of 
native pride, I hope. 

Mr. Vorys. Will the gentleman yield ? 

We have a former member of the committee up there in Connecticut 
on the job in the governor's office now, so we kind of keep in touch 
with the State. 
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Mr. Morano. In order to make this completely nonpartisan, I join 
in the comments expressed by Mr. Dodd. 

Mr. Dopp. Now we are really nonpartisan. 

Mr. Bowles, I think many of us are worried about the attitude of 
Nehru. He has seemed so many times to be unfriendly to our interests. 

Menon seems hostile to our interests. I wonder if you could shed 
some light on this. We have done a lot for them and we want to con- 
tinue to do so. They seem to fail to understand our situation or to 
understand the world situation. 

Mr. Bow tes. I think a great deal of the problem is not so much what 
we do but in some of the things we say. ‘They are extremely sensitive 
and particularly on the subject of colonialism. I think that a good, 
solid statement on the subject of colonialism by the United States 
would be enormously helpful. Not that we can cure it all—after all 
we don’t run Africa and we don’t want to. Nevertheless it is no 
longer enough for us to tell the Asians and Africans about George 
pire and Valley Forge and the fact that we freed the Philip- 
pines. That record has worn awfully thin. There are even some in 
Asia who ask why we took the Philippines in the first place. 

Our case is solid and good. But sometimes we do not take into 
account the sensibilities of these people. ‘They are terribly sensitive. 
Remember, Nehru spent 12 years in a British prison. That has a pro- 
found effect. They accuse us of seeing Communists under every bed 
and I think it is fair to accuse them of seeing colonialists under every 
bed, but this is one of the facts of life with which we must deal. 

Also, they often feel that we are constantly trying to tell them what 
to do. So much of this question is psychological. So much of it is 
our lack of understanding of what is going on. I had several long 
talks this winter with some of the heads of the India Government and 
I was quite startled sometimes at how little they knew about what actu- 
ally was happening. For instance, the 11 prisoners held by the 
Chinese. They were convinced that they were spies because they were 
shown pictures of portable radios and other survival equipment. The 
Chinese said that the purpose of these radios was to send secret 
messages. 

I pointed out that every American plane carries a radio and sur- 
vival equipment in case they crash in some wilderness. 

They didn’t know that and accepted my word for it. I also pointed 
out that none of these boys could speak Chinese and none had on a 
Chinese uniform. I said, “How in the world could they spy, unable 
io speak the language, and with a foreign uniform on?” 

Again they simply didn’t know this. There has been a serious lack 
of contact, here. 

One night this winter in New Delhi at dinner I found myself in an 
argument about Formosa. I asked what they thought of Syngman 
Rhee. They said they thought he was a bit warlike. 

I said, “You mean his continuous statement that he is going to go 
io the Yalu River?” 

They said yes, they thought that was dangerous. One of them said, 
“He seems to say that if anybody gets in his way, that person or 
nation ‘s causing a third world war. Of course, we don’t like that.” 

[ said, “Now will you please describe for me as precisely as you can 
the difference between what Syngman Rhee said in Korea and what 
Chou En-lai says with regard to Formosa. Chou En-lai says, “For- 
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mosa is nobody’s business but our own, we are going to take Formosa, 
willy-nilly. Anybody who gets in my way is a warmonger.” You 
say Syngman Rhee is wrong. Now tell me why you think Chou En-lai 
is right. 

When I suggested that the laudatory statements some Indians made 
about Peking sounded very much like the statements we used to make 
«bout Berlin, they listened thoughtfully. 

The Indians are people whom we can understand if we will make the 
effort. In order to understand them, I think we ought to read our 
American history in the early part of the 19th century when we were 
very nationalistic, very afraid of Europe, afraid of the European 
chicanery and imperialistic ambitions all over the world and we had 
just pushed the British out of our country. 

I think that period of our history will help us understand Asia 
and Africa today. 

There is no one I know more devoted to the democratic process than 
Nehru. He has proved it. Many people say they are devoted and 
we know they are. But he has gone through the greatest test. He 
could have been a dictator of india or a benevolent Attaturk by 
moving his little finger. 

Many pleaded with him to do just that. He said, “No, we promised 
the people democracy and we are going to give it to them.” 

It was Nehru who insisted on general elections. Many of his asso- 
ciates warned that illiterate people couldn’t vote intelligently. He 
didn’t agree and the elections were a spectacular success. 

We don’t see eye to eye with Nehru on China. Yet I might add this 
in all fairness: We criticized his role in Korea. One of his associates 
once said to me, “Remember this: In September 1950, 3 months after 
the invasion by the North Koreans, which we Indians officially agreed 
with you was an aggression, and after MacArthur’s brilliant victory at 
Inchon, the Communist Chinese got our Indian Ambassador out of 
bed at 2 a. m. and said, ‘If the United Nations crosses the 30th parallel, 
we will enter the war.’ We Indians sent that message to Washington. 
But America said ‘Nonsense. The Chinese will not enter the war.’ 
The U. N. army started for the Yalu in spite of our warning. 

“Two years and nine months later you Americans settled for a truce 
on the same 30th parallel, with 23,000 more American dead and 
75,000 more American wounded, and heaven knows how many Chinese 
and Koreans.” 

Now the Indians ask, “Who was right? If you were not going to go 
all-out to defeat the Chinese—which would have been another matter 
entirely—wouldn’t you have been better off to have accepted our 
suggestion of stopping at the 30th parallel in September 1950?” 

Another example we should take to heart was in Indochina. In 
the winter of 1954—January—the Indians proposed a cease-fire in 
Indochina. They told me this winter their information was that 
the French were finished. They urged everyone to stop shooting. 

But our people said, “This is pro-Communist. Nehru is trying to 
save the Communists from a terrible defeat. The French are about 
to destroy them.” 

Three months later we had Dienbienphu, and 4 months later we had 
the collapse of the French troops around Hanoi, and 5 months later 
we had Geneva. 
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Can we blame the Indians for saying, “If you had taken our advice 
in January 1954, you would have bargained from strength at Geneva 
and not from weakness”? 

I am not trying to take the position here of a protagonist of India, 
Prime Minister Nehru, or anyone else. I am only repeating to you 
gentlemen as faithfully as I can the arguments that you will hear in 
New Delhi when you start to examine the question of American and 
Indian policy in Asia. 

I think India has made mistakes. I think she goes in for a great 
deal of wishful thinking. But she will point out that at least in these 
two cases her advice could have saved us a great deal. 

Mr. Dopp. I have just one last comment or question. I have found 
yours a very interesting answer and I am grateful for it. 

I still cannot understand how a man with Nehru’s experience and 
educational opportunity can fail to grasp the significance of the 
situation. 

I understand all you have said about his background and his 
troubles and so on, but I wonder if sometimes we contribute to his 
confusion on our own side here, by our own division within this coun- 
try about this problem of communism. Do you think that is true? 

Mr. Bowtes. I think it well might be. 

Sometimes the Indians, Burmese, and Indonesians say about com- 
munism in Russia almost identically the same things that many of us 
said to each other in 1946. 

For instance, many of them say, “Of course communism is wrong. 
Few of us like it. We have opposed it heartily in India, and success- 
fully. But the Russians are just restless, they have no big ambitions, 
maybe they only want to make their border line secure.” The very 
things so many Americans said in that early postwar period, the In- 
dians are saying now. It is profoundly irritating to many of us, 
because we have learned that lesson. But remember, when that lesson 
was being learned by us, these fellows were struggling to free them- 
selves of another situation. 

I have had a great deal of interest and amusement in going back 
and reading statements by prominent Americans on the subject of the 
Soviet Union in 1945 and 1946. It makes very extraordinary reading 
by some of our most respectable people. Of course, they were wrong. 

Chairman Ricwarps. Mr. Jackson 

Mr. Jackson. I appreciate your presentation, Mr. Ambassador. 
As Mr. Dodd has pointed out, there is a considerable amount of na- 
tional concern relative to the political aspects of the Indian situation. 

Is it your opinion, Mr. Ambassador, that Nehru and his Government 
are convinced that it is possible to exist, or to coexist, side by side, with 
Red China and the Soviet Union ? 

Mr. Bow tess. | think they feel this way: They go back to the fact 
that in 1920, after the Red Army and Trotsky were stopped at the 
gates of Warsaw, the Soviet Union reversed its policies and for the 
next 21 years adopted an appearance of moderation. They withdrew 
any claims on the Dardanelles and they signed a treaty with the Turks. 
They guaranteed the independence of Latvia, Lithuania, Estonia, and 
Finland. They appeared at every disarmament conference in the 
vanguard of those who wanted peace. They called for wnited action 
against the Japanese in Asia and the Italians in Ethiopia. 
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In other words, they were in a mild mood. They were playing the 
tactic that way. 

This was interrupted not by any action by the Russians, but by an 
action of the Germans when they invaded in 1941. They feel it is 
possible we may be on the verge of a similar period, where such 
Russian problems as the armament load, the difficulties that China 
is obviously going to go through, the problems of Soviet agriculture, 
the failure of their show of aggressive power to frighten us—is tend- 
ing to push the Soviet into a different kind of tactic—which might 
even last another 20 or 30 years. The Indians say, “That is all we 
want. If we have 20 or 30 years to develop our country, we will be on 
solid ground and able to take care of-ourselves.” 

As far as China and Russia are concerned, many Indians say, “You 
Americans have tended to push them together.” 

When you ask how to avoid it, they say that is a difficult problem, but 
that there are many deeply rooted differences there that will develop 
over a period of years if we allow them to. 

A very high official of the Government once laughed and said, “Some 
day there may be a third world war or a fourth world war and Russia 
may be on your side.” When I smiled he asked, “How about Japan 
and Germany ?” 

If China succeeds in getting over her present economic hump, Russia 
may have her hands full with China. This may be wishful thinking, 
but India believes deeply in this approach. The Indian feels very 
strongly that what he needs most is the time he wants to build his 
country. 

Mr. Jackson. I do not know whether or not Mr. Nehru has ever 


heard of Phineas T. Barnum. He probably has, but he may not know 
that Barnum used to have an act that drew very large crowds and 
in which the lamb laid down with the lion. 

Mr. Barnum had to discontinue the act because he said that they 
kept running out of lambs. 


-erhaps there is a parallel here. 


Mr. Morano. Will the gentleman yield at that point? 

Mr. Jackson. Yes. 

Mr. Morano. To show you how distinguished we are in Connecticut, 
Mr. Barnum was born in my district. 

Mr. Jackson. You said, Mr. Ambassador, that the matter of our 
relationships with the Philippines is a thing which has worn thin. 

I was privileged to hear the president of the University of the 
Philippines several months ago, and he said, “This is a story that 
should be told and retold and told again.” 

He said, in substance, that, “Any intelligent Asian who cannot look 
at what happened between the United States and the Philippines just 
is not capable of listening to logic.” 

He said, and I am parapnrasing his remarks, that in the Philippines. 
and for the first time in the history of the world, a conquering power, 
a colonial power, voluntarily gave up a great and rich colony—not 
only gave it up, but when the test came, the only colonial people in 
history who stood beside the street with tears in their eyes, Bs risked 
their lives time and time again to go into prison camps to take food, 
to take medical supplies; who went into the mountains as guerrillas 
to fight side by side with their conquerors. He said. “Here is the 
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greatest lesson for Asia and for Asians and it should be told over 
and over and over again.” 

Mr. Bowes. You are quite right, and the story has not been told. 
Not enough Asians have gone to the Philippines. I was there in 1952. 
It is one of the warmest, friendliest places that you can find anywhere 
out in Asia. 

I have been reading some history of the period when the Philippines 
came into the United States. In the debate in the Senate, the opposi- 
tion to taking the Philippines in as a colony was led by a great uncle- 
in-law of mine, Sénator Visas of Massachusetts, who was a very promi- 
nent Republican, I might add, to show that he was eminently respect- 
able. As you may know this key vote was decided by 1 vote, and if the 
Philippines had not broken out in insurrection the day before—2 or 3 
Senators shifted at the last moment—we might not have taken over the 
Philippines at all. 

What I want to emphasize is when we come up against the problems 
of Africa and these other problems we are ealing with—Indochina, 
for instance—and when we constantly refer our colonial critics back 
to the fact that we did the right thing in the Philippines, and we were 
the people who won our freedom under George Washington, they ask, 
“What oe you done lately ?” 

Mr. Jackson. Do Asians know that if the people of Puerto Rico 
expressed the desire to be independent tomorrow that beyond any ques- 
tion of a doubt, the Congress of the United States would take favorable 
action on that request ? 

If there is a nation in the world today—I am not speaking about 
50 years ago; some of our acts were certainly suspect, but today, if 
there is a nation in the world which by example and which by precept 
has led in the worldwide movement to see an end of colonialism, it is 
this country. 

Mr. Bowtgs. I only urge that we continue it. 

Mr. Jackson. Mr. Nehru and those who surround him who appear 
to take every opportunity to place obstacles in the path of our efforts 
throughout the world—those men should know these historical facts. 

Mr. Bowtss. Our record has been good and we have to continue to do 
that. You have 200 million Africans, almost, and 400 million Euro- 
peans. They will live together in peace only if they can form a 
partnership. 

I spent 6 weeks in Africa this winter and it is exciting to see some 
of the wonderful things going on there. But unless a partnership is 
formed there between the Europeans and the Africans, however, 
sooner or later we are going to face an awful mess. 

They say, “Why don’t you Americans take the leadership in trying 
to create a charter for Africa, which will lead the way to orderly 
liquidation over a 20-year period of colonialism ?” 

If the Europeans walked out of Africa now, you would have total 
chaos. No thoughiful man proposes that. But at least we ought to 
know where we are heading. If we took responsible—and I stress that 
word responsible—leadership of that kind, we would win the hearts 
of these people. Our history is so good. 

I don’t know whether you gentlemen know it, but in the opening 
speech at Bandung by President Sukarno, of Indonesia, he said, “This 
is the anniversary of Paul Revere’s ride, and the beginning of the first 
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war against colonialism.” That was the President of Indonesia in 
his statement before the Bandung Convention. 

Mr. Jupp. Did anybody at Bandung remind them that there would 
not have been a Bandung under Indonesian control to hold the con- 
ference in, had it not been for the insistence of America on liberation 
of Indonesia from Dutch control ? 

Mr. Bowtes. I think he understands that. 

Mr. Jupp. Sukarno does but others act and talk as if they didn’t. 

Chairman Ricuarps. Mr. Burleson 

Mr. Burteson. Mr. Ambassador, I have a question about the foreign 
economic policy of the United States. It is not exclusively applicable 
to India, but I think perhaps it may be particularly applicable. 

I have no quarrel with what I understand to be our short-range 
policy, which I would describe as a negative one, and that is to build 
up these nations as rapidly as possible, that they may furnish them- 
selves subsistence, so to speak. 

Now, in all those considerations, our economists project in the next 
few years that our gross production in this country will be $500 
billion. Evidently, we have no projection as to what our exports and 
imports will be, as related to it. And certainly there is a relation. 

Now, I have no quarrel with this immediate thing, if it is a predicate 
to a long-range program. 

Do we build up these countries, and, again, India, where you are a 
specialist, to be self-suflicient, in view of the export-import situation? 

The question is, Why should we not attempt to see that they develop 
to produce the industrial raw materials which they are capable of 
producing and which we need, rather than to build them up industri- 
ally and agriculturally, to compete with us. Inevitably, in the long 
run, it will bring an imbalance of trade if our national gross produc- 
tion increases, as predicted. 

Mr. Bowes. We are not going to control such things. First of all, 
our aid is marginal, although it has been helpful to them and they 
are deeply appreciative. 

But what they want to do is not simply be a colonial producer, as 
they call it, of raw materials, producing at low prices in a competi- 
tive world market, paying their labor very low wages. They want to 
build up their country to higher living standards and better oppor- 
tunities. 

As they succeed in doing that, and as their standards of living go 
up, they are going to become a tremendous market for American goods. 
After all, where do we sell most of our goods?’ We don’t sell it to the 
poorest countries in the world, we sell it to the best-off countries. 

Canada is a tremendous customer of ours. Canada is a customer of 
ours because she has purchasing power. Canada is a customer of ours 
because she has industry and good incomes. If India’s income per 
person increased by $100 a year; the additional amounts that she 
would buy from us would be tremendous. 

Moreover, we are not going to decide these things. We can’t run the 
world or even dominate it. 

Let me say that India does not want to go ahead into a big industrial 
proposition by itself. Their biggest emphasis is village industries. 
They want industry to be sure. But they know that the quickest way 
to provide jobs is in building and construction and schools and roads 
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and small industries. They don’t want to create more Calcuttas and 
more slums. They want to build India on a decentralized basis. 

Thomas Jefferson would understand India’s economic ideas very 
well. Gandhi and Jefferson would be very close. 

Mr. Burteson. Mr. Ambassador, this seems to be the point: the 
(Communist countries have no appetite for what India can produce in 
industrial raw materials and only the United States and some other 
free nations have it. So it seems to me we must control this factor by 
the natural results of this type of trade policy—not from the stand- 
point of forced controls. 

Mr. Bow res. Let me offer an example of what we can do. Japan 
desperately needs iron ore, coke and coal and manganese, all of which 
India has in abundance. Japan was pushed out of Manchuria, and 
I think she now tends to exaggerate what she says she could get from 
Manchuria. 

When I was there, she was getting coal from West Virginia and iron 
from Venezuela. 

We tried to get a $100 million railroad built up to the coal mines, to 
bring iron ore and manganese, down to the port so that the two econo- 
mies could be pulled together. The Indians were all for this. The 
discussions fell through over financial problems but the Indians in- 
sisted on one thing, “We want to export pig iron. We want at least 
to introduce some skilled labor into this that will get us a higher 
labor component.” 

They would prefer to export pig iron. “Let’s establish the pig iron 
plant here,” they say, “instead of sending them the ore.” 

Mr. Burteson. We are encouraging them to build some industrial 
plants, to raise cotton and to raise things which compete with our 
markets ? 

Mr. Bowtes. We are not really encouraging them. They are going 
ahead anyway. They will either rise or fall in their effort. The only 
place where we are ever able to influence them, I would say, is toward 
this village work. 

We did, I think, push that very hard, and I think it was sound. 
They know we pushed it and I think they thank us for it. 

They are now trying to get steel production up to 5 million tons. 
That is not very much but it means a lot to them. 

The Russians have moved in and proposed or are dickering now 
over a mill of 1 million tons. They are offering them a $100 million 
loan at 214 percent interest, payable in 10 years, and I think the Rus- 
sians are going to build a mill. 

Chairman Ricuarps. Mr. LeCompte. 

Mr. LeCompre. Thank you, Mr. Ambassador. I appreciate your 
statement and your grasp of the great problem of Asia. I do not 
believe I will ask you any questions, however, since the hour is late. 

Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Jarman 

Mr. Jarman. Thank you, Mr. Chairman. 

Mr. Ambassador, if you feel so inclined I would be interested in 
hearing any comments you might make as to who Nehru’s successor 
may be, and what we can anticipate from India, after Nehru? 

Mr. Bowtes. I was very intrigued with one point that touches on the 
future during my last visit to India: A tremendous religious and 
spiritual development that seems to be growing up around the old 





§28 MUTUAL SECURITY ACT OF 1955 


Gandhian framework. Gandhi, as you know, was far more than just 
a fighter for India’s freedom. He also had broad and deep ideas about 
the kind of society that ought to develop. The kind of society rela- 
tionships of man to man, and the educational institutions and all that. 
That was important to him as anything else. 

It is indicative that the two men most frequently mentioned, today, 
as Nehru’s successors are Gandhians. 

One of them, Moraji Desai, is the Chief Minister of Bombay where 
he has done a good job. That state is almost as big as France. He is 
very well regarded and a dedicated Gandhian. Another possibility 
is Jayprakash Narain, whose name stubbornly stays in the picture. 
He is head of the Socialist Party, educated at the University of Wis- 
consin, a remarkable man, very anti-Communist. Some of the people, 
as a matter of fact, who understand communism best in Asia are the 
Socialists who know enough about Marx to know what happened. 

Those two men are often mentioned. Nehru’s health is excellent 
and everyone hopes that he may have many more active years. 

The fact that the Gandhian influence is growing seems to me im- 
portant in any case. I went to one of these little universities which 
turn out several hundred village workers a year, and the extraordinary 
spirtual feeling they have built up around that program was deeply 
impressive. I heard the sunset services where they read from the 
Bible, the Holy Books of Buddha, the Gita, the Koran—from all 
the religions of the world, and talking about the great goal that they 
all had in common of a peaceful world—and believe me, to the Gand- 
hians that is a non-Communist world. There is no group more op- 
posed tocommunism than the Gandhians. Means and ends are always 
tied tightly together, always, to the Gandhian. 

Mr. Jarman. Thank you very much. 

Chairman Rircuarps. Mr. Radwan 

Mr. Rapwan. No questions, Mr. Chairman. 

Chairman Ricuarps. Mr. Morano—— 

Mr. Morano. Thank you, Mr. Chairman. 

Mr. Ambassador, we can conclude from your testimony that you 
unreservedly endorse the mutual security aid program of this 
administration ? 

Mr. Bow gs. That is correct. I only wish it were somewhat more 
bold. 

Mr. Morano, Can we also conclude, Mr. Ambassador, that you 
endorse the foreign policy of this administration ? 

Mr. Bow tes. I endorse what we are trying to do. I endorse our 
objectives. I do not always endorse the methods by which we try to 
reach them. If you want to go into this detail, I will be delighted to. 
But I could sum it by saying, I think we sometimes talk too much. 

Mr. Morano. Does that include all the members of this committee. 

Mr. Bowtes. No, sir. I think all members of this committee are 
wonderful. 

Mr. Morano. Now, Mr. Ambassador, would it be accurate to say 
that generally 

Mr. Bow zs. I think we must have a bipartisan foreign policy. If 
we do not, we are finished. We went a long way in Europe because 
we developed a bipartisan foreign policy with the profoundly im- 
portant help of Senator Vandenberg, who I feel has never had the full 
credit he deserves for it. 
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Mr. Morano. I say amen to that. 

Mr. Bowes. And I say we failed to do equally well in Asia, because 
we ran into bitter partisan differences there. I think the sooner they 
are forgotten the better, and the quicker we can all go forward from 
a solid base. 

Mr. Morano. It would be accurate, then, in saying that you gen- 
erally endorse the administration’s foreign policy ? 

Mr. Bow zs. It is an outgrowth of the foreign policy of the previous 
administration, and I endorse both of them. 

Chairman Ricuarps. That is a pretty good answer. 

Mr. Morano. You are saying, as it began with Senator Vandenberg. 

Mr. Bowtes. It began further back than Senator Vandenberg— 
with President Truman, Secretary Marshall, and Dean Acheson. 

Mr. Morano. Now, Mr. Ambassador, can you comment briefly— 
the chairman is getting ready to bang that gavel on me and we are 
under the 5-minute rule. 

Chairman Ricuarps. Go right ahead. 

Mr. Morano. Mr. Ambassador, can you comment briefly on this: 
How do you account for the sometimes severe and very critical re- 
marks of Khrisna Menon? 

Mr. Bowes. I cannot account for it. It all grows out of a very 
complicated situation. 

Chairman Ricuarps. You would rather be in executive session if 
you say anything about that? 

Mr. Bowxes. I would rather be in executive session if you are going 
into those things. 

Mr. Morano. Just one more question: I was interested in Mr. Hays 
of Arkansas’ question concerning technical assistance. Of course, I 
um a firm believer in technical assistance, and a supporter of that 
program. 

Mr. Bowxzs. I know you are. 

Mr. Morano. I would like to have your views on which you con- 
sider more effective, the multilateral program or the bilateral, direct, 
technical assistance program. Which is more effective? 

Mr. Bowtss. I think that is a good question. I think that as a 
practical matter you are going to do most of this on a bilateral basis. 
Until we can build up the framework of multilateral work. After all, 
the Marshall plan did not come into being automatically. It was the 
result of a lot of effort and a lot of discussion with a lot of very com- 
petent and high-powered people like Paul Hoffman working on it. 
The regional program I am very solidly for, and I have talked about it 
for years. The degree to which you can bring these countries together 
and help them to help each other, to help them to build up and expand 
their economies together as a regional area, so much the better. 

Mr. Morano. Do you find in your experience as Ambassador to 
India, do you consider that the Indians are suspicious of a bilateral 
program more so than they would be of a multilateral program ? 

Mr. Bow es. I think they would like the multilateral better, but I 
think there has to be more preparation, more discussion, more pre- 
liminary meeting of the minds on it, as to just where it is going. I 
am solidly for it, and I hope it will certainly be kept in the bill with 
the request that some solid groundwork be laid and that there be a 
report back to the Congress at the end of the year as to exactly what 
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has been done and what the prospects are for further development 
along regional lines. 

The Indians today have the top man who has developed their vil- 
lage program all over India, in Indonesia trying to do the same thing 
for Indonesians. 

I would also like to suggest that technical assistance by itself has 
its limits in certain countries. The Indians do not need more agri- 
cultural experts, to the degree some other countries need them. They 
need more capital. 

Chairman Ricuarps. Mr, Selden—— 

Mr. Setpen. Mr. Ambassador, is India concerned over the fact that 
her prestige in the East may decrease as Communist China grows 
stronger ? 

Mr. Bowtes. I think so. I don’t think they would express it in 
those blunt terms, but I think there is a conflict underneath. There is 
a conflict of ideas, a conflict of method, a conflict of ambition. I think 
if China remains mild in its approach, if she moves now as Stalin did 
in the period before the war to try to develop a strong economic base. 
[ think there will be a great deal of apparent. good will on the surface. 

If China tries to expand south, I think she will run into India with- 
out any doubt. India has taken a positive position in Nepal, Bhutan, 
and Sikhim. They probably enka take an equally firm position in 


regard to aggression toward Burma and Pakistan. I often wish they 
would make their position on this more clear. On the other hand, if 
China moves the other way toward internal development with less 
emphasis on—for the moment—expansion, then I think that this may 
be swept under the rug. But the conflict of method is basically there. 


They are trying to build their future totally differently. 

The Indians are gaining a great deal of confidence. They feel that 
their ways are working. Last winter several of them said to me, “Per- 
haps Mao Tse-tung will have to come to India and borrow some ideas 
from us with regard to village development.” 

Mr. Setpen. In other words, you do feel this conflict of method is 
having a good deal of influence on India’s foreign policy ? 

Mr. Bow tes. Over a period of years. We have to look at this as a 
10-, 20-, 30-, or 40-year period. 

Mr. Sevpen. Thank you. 

Chairman Ricuarps. Mr. Adair 

Mr. Aparr. Mr. Chairman and Mr. Ambassador, first, an observa- 
tion: Many of us were considerably concerned when one who was in 
attendance at the Bandung Conference as an official representative 
there, returned to say that at every point where there was a conflict of 
interest between democracies and Communist interests, Chou En-lai 
and Krishna Menon took the side of the Communists. He said it was 
invariably the case. 

How would you account for that? 

Mr. Bowtes. Of course, I wasn’t at Bandung. May I answer that 
off the record ? 

Mr. Jupp. This is a public meeting. 

Mrs. Boron. This is an open meeting. 

Chairman Ricwarps. We are in open session, now. 

Mr. Bowes. Then let me simply say this 

Mr. Anatr. Let me withdraw the question if you prefer. 
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‘Mr. Bowxes. Let me say this: I think that Bandung turned out very 
well. I think we should have welcomed it more. I wish we had sent 
greetings. I wish we had been more enthusiastic. I felt all along, 
that this was an opportunity. 

I think if you examine the resolutions at Bandung, you will find that 
four points come through: (1) Anticolonialism in any form, (2) hu- 
man dignity, the dignity of human individuals, regardless of race or 
creed, (3) rapid economic advancement, and (4) the question of more 
vigorously seeking after peace to allow world development to go for- 
ward. 

Those four concepts or objectives should be very recognizable by any 
American. They are right out of our own history books. They are 
part of the United States and we certainly should not run away from 
them. 

I think one point that was forgotten is that Mr. Chou En-lai’s modi- 
fication of his views on Formosa came, I believe, partly because of what 
Ceylon did, perhaps, and Iraq, but I am very sure that a good deal of 
it came because of the position India took. 

Chairman Ricwarps. I didn’t know there was any modification of 
his feelings. 

Mr. Bowes. He went down there saying he was going to have tea in 
Formosa by next Christmas, that he was going to attack the islands 
willy-nilly. In early April the situation, as a result, was highly ex- 
plosive and people were saying there would be war within 2 weeks. 

Chairman Ricuarps. He cooled off, but he never said he modified 
his views. 

Mr. Bowtes. He modified his tactics. Not his objectives. 

Chairman Ricuarps. That is right. 

Mr. Bowues. I think he ran into a general attitude there of “let’s 
leave all this alone.” I don’t think it involved only Iraq and Ceylon, 
but I think it resulted from the position of India, Indonesia, Burma, 
the Philippines, and other countries as well. 

I think the Indian view was to keep the cold war conflict out of the 
conference, and I think they probably prevailed on Chou En-lai to 
not attack the West. When some other nations attacked China they 
may have thought that a bitter conflict would result as the Chinese 
went after us. Somehow that was all avoided. 

Mr. Apair. Mr. Chairman, under the circumstances I will not pur- 
sue that line of thought further but I do appreciate your answer. 

Could you answer one other question, then? Earlier in your state- 
ment you made reference to the increased agricultural production of 
India, and particularly with reference to irrigated lands. 

My question, then, is this: Is that at the expense of water which 
the Pakistani might feel they should properly have? 

Mr. Bowtes. I think that question has been pretty well worked out. 
It is a very complicated problem. I was in Pakistan last winter and 
also in India. The professionals all told me that it could be worked 
out. 

You see, this situation goes back to the original segnen. of the 
Indus River Valley operation, which goes back into the British occu- 
pation. The British had an overall plan for the development of the 
whole area in the future. Partition came along and divided it. 

The Indians went ahead with their part of the proeramt The 
Pakistani lacked capital, and were having problems politically. They 
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were not able to do the things their part of the program began to 
call for. Not unnaturally they then became fearful that the Indian 
program which was beginning to be completed would pull their water 
away. 

I talked with all of the experts on both sides and the Pakistani 
are apparently going to get the water from the 3 eastern rivers and 
the Indians are getting the 3 western rivers. I think it is really on its 
way to being settled. 

Of course, most of the irrigation water in India comes from other 
sections, but this is one of the biggest ones. 

Our Grand Coulee irrigates 2 million acres. Bakhara-Nangal will 
irrigate 414 million acres in India—2¥% times the size of Grand Coulee. 

Mr. Apair. Then you don’t feel there is any treatment other than 
fair treatment on both sides? 

Mr. Bow es. I understand they are both pretty well satisfied that 
they can work out that problem. 

When I was Ambassador to India, it was very difficult. It was 
very messy and very dangerous, but I think it is now in much 
better shape. 

I was deeply impressed, by the way, with the Pakistani in their atti- 
tudes. They were moderate. They made good sense and they had 
a realization that they needed a stable India just as India needs a 
stable Pakistan. If either 1 of those 2 countries blows up, Asia 
blows up. 

Mr. Apatr. Thank you, Mr. Chairman. 

Chairman Ricuarps. Mr. Williams 

Mr. Witu1ams. Thank you, Mr. Chairman. 

Mr. Ambassador, this testimony and your discussion has been ex- 
tremely stimulating for me and very enlightening, and I know it will 
be very helpful, too. I want to thank you. 

I would like to pursue briefly a little more your thinking on regional 
funds. We have had expressions here from administration spokesmen 
that it would be unwise to require, through this bill, the nations of 
Asia to evaluate their own needs and then come with their requests or 
suggestions for assistance through the fund. 

There is agreement, however, that we should do everything to en- 
courage them to evaluate their own needs. 

There isn’t anything in the bill, as I see it, that forces us to do those 
things that will encourage mutual evaluation. I wonder if you can 
give us any specific suggestion ? 

Mr. Bowes. I would consider it a little more broadly. I have 
often become disturbed to see the American taxpayer dig: into his 
pocket, tax himself heavily, and send money abroad that seems basical- 
ly designed to preserve a status quo, which in reality is finished. The 
world desperately wants change. Most people are not very well off. 
They are in miserable shape. Some countries—I do not want to men- 
tion them; we all know a lot of them—have a top tax bracket of only 
25 percent for corporations and individuals, and a lot of quite wealthy 
people. 

We, on the other hand, tax our wealthy people heavily. Because we 
send some of our tax income to assist them they do not have to tax 
their own people as heavily, and thus they perpetuate this semifeu- 


dalism. This ought to be faced up to as part of our aid program. 
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} would like to suggest, whether you do it in legislation or whether 
you do it informally, that you insist that any nation receiving our aid 
should havea plan. It should be a plan that demonstrates the full and 
vigorous use of its own resources, proving that they are doing their 
utmost in their own behalf; a plan that takes fully into account eco- 
nomic opportunities of the region and area. We should say “We don’t 
ask for this plan tomorrow but we think it should be produced very 
soon. 

raw a line by all means between political and economic strings. If 
you go to the banker and want a Joan and the banker says “I'll give you 
the loan if you will vote Democratic”—not that there are many Demo- 
cratic bankers, but if there were—that would obviously be wrong. 

But it is certainly fair if the banker asks the applicant, “I want to 
know how you are going to develop your business. Are you going to 
stop taking those 6-month vacations? Don’t you think your - $50,000 
salary isa ‘little high to be taking out when the business is just getting 
on its feet? Are you going to really make this business go?” Those 
are proper questions for the bank. 

Simply pouring money into countries that are not facing up to 
their own internal problems and their relations with their neighbors 
is folly. For instance, when you see Cadillacs and French perfume, 
champagne and evening gowns eating up a nation’s foreign exchange 
so the people can’t have ‘bulldozers, fertilizer, electric motors, and peni- 
cillin, something is wrong. I, for one, grow weary of seeing us subsi- 
dize such situations. 

This is a very ticklish question and many people immediately 
shy away from it. I don’t think there are any hard and fast answers, 
nor do I think you can say that we have to insist that country A, 
or country B, tomorrow, come up with answers. 

But I think we have a right to say over a period of time, “We 
want to see you moving in these rational directions. Part of this 
would be to take the ultimate, possible advantage, of your regional 
urea, your regional resources, regional sources of training, technicians, 
raw materials, abilities, all the rest.” 

I would like to see the preamble read so that our Ambass: udors 
felt they had some pressure on them, “The purpose of this bill is to”— 
and then spell it out— 


* * * to encourage indigenous planning for the use of the full resources of 
the recipient countries; equitable distribution of the product that develops; a 
favorable land system; and the other attributes of a democratic society. 

Our Ambassadors and representatives could then go to the gov- 
ernments to which they have been assigned and say, “Look, we have 
to start making progress.” 

I have talked to the heads of the Indian Government on this 
subject, and I believe that what I have suggested makes sense for 
them. Far from resenting it, they would respect us for it. Many 
foreigners wonder why we put money into situations where obviously 
much of our funds are going down the drain. This is a big source 
of waste, trying to prop up feudalism. Colonialism is finished, and 
so is feudalism. 

Mr. Witttams. Thank you very much. 

Chairman Ricwarps. I will call on Mr. Zablocki, chairman of the 
Subcommittee on the Far East. 
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Mr. Zasiockxt. Mr. Ambassador, I have a high regard and respect 
for you, and my questions are not intended to be embarrassing. You 
are reported as advocating admission of Red China to the United 
Nations. 

Mr. Bow es. I wasn’t familiar with the fact that I had advocated 
this. 

Mr. Zasvockt. It is my understanding that an article that appeared 
in Harpers’ magazine in 1954 attributed to you recommending the 
admission of Red China to the U. N. 

Mr. Bow tes. I doubt that anybody who ever read the article would 
say that. What I did say was this, that we should offer and propose 
general peace in Asia, and we should continue to propose to the 
Chinese the reasonable settlement of the Korean program and the 
Indochina problem, the withdrawal of Cominform activities through- 
out China and Asia; an end to the use of subversion throughout Asia; 
x settlement of Formosa, very much along the same lines that we are 
now apparently ready to agree to. 

I suggested that if those things could be settled and if a change 
of approach developed in Peking there would come the time when 
China’s recognition would undoubtedly follow. My views were all 
predicated on this change of Chinese attitudes. 

_Mr. Zastockt. The purpose of my question is to clarify your posi- 
tion. 

Mr. Bowes. Let me say, I have not yet seen that change of atti- 
tude. I would also like to draw a distinction between United States 
recognition of Communist China and the acceptance of China into 
the United Nations, which is a problem that concerns not only us 
but many other nations. To send an Ambassador to China who was 
badly treated, who was shadowed and treated like a criminal, as so 
many of our Government people were treated during the period when 
the Communists were taking over, and as in the past in Russia, 
would appear to me to be a mistake. I think we should wait until the 
atmosphere is constructive enough so that the move would have 
meaning. 

I might add that I see no signs at the moment of any such develop- 
ment, although I think the Russians might like to bring this about. 

Mr. Zastockt. Mr. Ambassador, was your statement misinterpreted 
in India? Some people say your views added to the confusion of 
Nehru and the Indian leaders. 

Mr. Bowres. I have spoken of this over and over again in India, 
and this is the same statement that I have made on many occasions. 
I stressed that we were in the throes of trying to figure out what to 
do about China when she attacked us in Korea. We were falsely 
accused of killing Chinese children with germs. We were called 
and are still called imperialists and warmongers. 

I pointed out that the American people lost a good many lives out 
there, that this is a rather emotional issue in my country, and that I 
doubt that we can settle it easily. 

But let me emphasize that if the Chinese under the pressure of the 
Russians or for any other reason adopt a somewhat different attitude 
over a period of time, I would hate to see our attitude become frozen. 

Mr. Zastockt. Mr. Ambassador, how does Nehru explain away his 
imperialism, particularly in Kashmir? 
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Mr. Bow tes. Kashmir is a complicated problem. I think they 
have met the Pakistani halfway. But it was up to them to meet them 
more than halfway. 

If you go back to the legal base of Kashmir, few lawyers examining 
the case thoroughly would deny India’s right, as a legal question, 
in Kashmir. If you deny India’s legal right to Kashmir, you must 
also deny the decisions of some 584 Indian princes to join either 
India or Pakistan after partition in 1947. These decisions were all 
based on an agreement negotiated through Lord Mountbatten to make 
their own minds up as to which country they wanted to join. 

As you may know, the Maharaja of Kashmir decided to throw in 
the lot of Kashmir with India. When he did that, Lord Mount- 
batten signed the official papers as Viceroy, stating that he thereby 
accepted the accession of Kashmir to India. 

If India had taken this question to the World Court, my own guess 
is that they would have won it. That, however, is quite different 
from another question: Did India do all she could to arrive at a 
peaceful settlement of Kashmir. On that I would have to say I do 
not think she has. 

Mr. Zastockt. You could also ask, did India agree to follow the 
democratic principles which Nehru points out are implemented in 
India. 

Mr. Bow tes. Free elections, you mean ? 

Mr. Zasiocki. That is right. India did not agree to free elec- 
tions. 

Mr. Bow tes. I have no idea how such elections would come out. I 
don’t think it is an open-and-shut matter. Some people say the Mos- 
lems would automatically vote with Pakistan. Others doubt it. 

Chairman Ricwarps. Mr. Fulton. 

Mr. Fuuron. Did I understand you to take a position that you 
would then disagree with Mr. Stevenson’s speech ¢ 

Mr. Bow ss. I rarely disagree with Mr. Stevenson. 

_ Mr. Furron. Do you agree on the need to compromise? I believe 
Stevenson said, “To want peace is to compromise,” or “to want com- 
promise.” 

I am referring that particularly to the Far East. We come to a sit- 
uation there where some of us of good will are trying to work out a 
strong position. When the United States comes to the proposed talks 
at the summit, to have one of our leaders saying, “Let’s compromise: 
let’s give, rather than stand firm,” to me that weakens the present 
American bipartisan position, not the Republican or the Democratic 
position, 

Mr. Bowtes. I can’t interpret Mr. Stevenson because I don’t know 
what he said, but obviously you can never reach agreement by each 
country standing absolutely firm and refusing to give on anything. 
There would be no sense in having a meeting. 

Mr. Fuuron. But the United States never gains by promising in 
advance to compromise on possibly basic principles of policy, either. 

Mr. Bow.es. No agreement is worth anything unless each gets a 
good deal out of it and realizes that it gets a good deal out of it. But 
I don’t feel you can settle the problems between the Communist coun- 
tries and ourselves unless there is a change of heart on their part. 
That does not mean, however, a change of objectives. 
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The Russian Revolution is almost 40 years old and a lot of their 
leaders may begin to feel that they can gain their objective—which is 
obviously world domination—by a different and more moderate tac- 
tic. 

In that case, it might be possible to develop agreements beyond our 
present hopes. I doubt that such agreements will be reached this 
summer, but they might come over a period of years. 

Let’s take an extreme example : Suppose the Russians said, “We will 
go back not only to our historic borders; we will go back 200 miles 
beyond our borders. We will even make an agreement that there 
will be no concentration of troops in more than br igade strength 
within 200 miles of this border, thus there can be no possible fear of 
invasion.” 

Mr. Fuiron. Wouldn’t we then have to withdraw our troops from 
Europe? 

Mr. Bowxes. The only reason our troops are in Europe is because 
the Russian troops are in the very center of Europe. In 1945, Rus- 
sion troops were 300 or 400 miles from their borders in the heart of 
Europe and we all saw this as a profound threat to our security. Let 
me make it clear that I don’t think there is a chance that the Rus- 
sians would pull back to that extent—well, there may be a chance in 
the coming years but not much. 

Mr. Fuvron. Wouldn’t that put you in this position of advocating 
a policy of containment by agreement, which would mean in effect 
peaceful coexistence for the time being, and give up any possibility 
of the freedom of the satellite people ? 

Mr. Bow rs. I think they would have a hard time holding satellite 
nations. This is the very reason why Russia probably won’t do this. 
If the Russian Army were pulled out of the Balkans, Hungary, and 
Poland, and they didn’t have that Red ar my breathing down their 
neck the ferment all the way through the Balkans would be great. 
I don’t think for that very reason the Russians would do that. 

Mr. Fuuron. Stevenson’s speech indicated there might be a mov- 
ing away from the overall bipartisan foreign policy in the United 
States at this time. 

Mr. Bow es. Although obviously I cannot speak for Governor 
Stevenson. I personally doubt that his views on the subject varied too 
much from the off-the- record views of the administration, as they are 
occasionally revealed to us in the “dope” stories from Washington. 

Mr. Fuuron. Then you believe in the present bipartisan foreign 
policy and you favor the present mutual aid program, practically 
entirely ? 

Mr. Bowres. I do. I would, however, add to it something in the 
shape of long-term loans set up over a period of years that were not 
earmarked against any given year. 

One of the great difficulties these countries have is the difficulty in 
laying future plans without knowing what funds may be available. 
If you are going to build up industries, you have to know where you 
are from year to year. 

In our system they never do know. In the Marshall plan we set up 
a series of major goals We estimated the final figure and Congress 
appropriated each year toward that. I know that one Congress 
cannot commit the next one, but there was an understanding that this 
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was 4 whole integrated program spread over a period of time. That, 
I think, is vitally, important. 

Mr. Futron. As you know, when I was in South America recently, 

1 advocated, likewise, development loans, and that we start to work 
with Latin America for industrial development to get stability there 
instead of just waiting for stability. 

Could I point. out to you, so that we could enlist you on this program 
of loans—I think your support will be valu: able—that under the 
export- Import Bank, Congress increased the authorization from $4.5 
to $5 billion. At the present time, within the last 6 months, $2.8 
billion of that authorization has been unplanned, unprogramed, and 
unused. 

Secondly, in the current fiscal year there is coming due $400 million 
worth of current loans which will be paid. So that ar is approxi- 
mately at the present time, euthorized by Congress for foreign indus- 
trial development, about $3 billion, not being used, in the Export- 
Import Bank. 

There is, on top of that, a proposed corporation that is to be the 
subsidiary of the International Bank and called the International 
Finance Corporation. That plan calls for setting up such a corpora- 
tion as a subsidiary with 30 countries joining to form it. The United 
States would put in $35 million in cash and others would put in $65- 
million:in soft currencies, This project will take years to establish 
and that small amount of $100 million capital is for the whole world. 
Yet we in the United States already have set up authority in the 
Export-Import Bank much of which is not being used. There are 
forces within this administration blocking the Milton Eisenhower 
program of November 1953, and likewise blocking the Johnson report 
of the President’s Committee for International Economic Develop- 
ment issued September 24, 1954. 

I want to enlist your aid to get those programs moving and get 
industrial development moving through what Congress has already 
established. 

Mr. Bow ss. I think your statement in South America was excel- 
lent. We have taken South America for granted long enough. The 
second point I want to make is this: I will be very surprised if the 
Soviet Union does not move into a foreign-aid program on a fairly 
extensive scale. 

It is too bad that we always have to do something because we are 
afraid of the Russians. We did not build our country because we 
were afraid of anybody. We built it positively because we thought 
certain things were important. Our school system, our universities, 
and all the great things we accomplished were done out of a positive 
faith. Now, we sometimes seem to require a negative fear to get us 
to do the things we should do anyway. 

Mr. Futon. I like your position of work to make friendly and 
successful nations as allies, and to have good customers. We in Penn- 
sylvania have an old saying, “The merchant who has bankrupt cus- 
tomers lives in a tumbledown house.” 

Mr. Bowtes. In Connecticut it takes the form of this question, 

“Why should we send money into the South ?” 

In any event while I was in India there were 300 Indians going 
to the Soviet Union for training in connection with the proposed 
new Moscow-financed steel mill. They were to plan it, to set it up, 
2nd to administer it when they came back. 
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The Soviet Union was skillful. When the Indians talked about 
the steel mill—and Indians by the way came to America first and did 
not get much encouragement except at very high interest rates which 
they could not afford—the Russians said, ““Why do you have to have 
foreign aid to build a steel mill? Why don’t you build it yourself? 
You have two steel mills. Why don’t you go ahead and build it?” 

The Indians had to admit they lacked this particular experience. 

The Russians then said, “All right, send 300 peers to Russia. We 
will train them, and they will actually draw the plans. Thus it will 
be your mill. You can always say that it is an Indian mill.” 

This is a totally different government you were dealing with since 
Stalin. Much shrewder. 

So the 300 people are there now getting their training and develop- 
ing their skills in the Sovet Union. The deal is going to be settled 
one way or another in November. 

Now, I do not like to see the Soviet Union instead of America going 
into partnership with these new countries, building up their industrial 
future. We are the people who developed those skills. The whole 
dynamics of our American economy ought to be something for export. 
1 hope we will think more positively. Anything you can do to put this 
idle money to work could make a profound difference in what happens 
in the next 5 years. 

Mr. Futon. We could be using on industrial development loans, 
a billion dollars for Asia, a billion dollars for Latin America, and a 
billion dollars for Africa. 

Mr. Bowes. For approved programs, not to support feudalism, An 
industrial program approved by us that makes good sense; giving the 
projects to them to run with when they are completed, bringing in 
people from General Electric, people from Westinghouse, and putting 
them to work on it. 

Mr. Furron. I am very glad to see you, Mr. Ambassador, join with 
us on this committee, those of us who feel that there should be a press- 
ing forward on a loan program for industrial development under the 
Export-Import Bank and other agencies. 

Mr. Bow tes. I will gamble one thing, if India had a fund upon 
which she could draw for her industrial development and a fund of 
people, top technical people—not just some young experts but some 
really top people—she would welcome it and use it and it would tend 
to do a great deal to bring us all together. Not that it will buy her 
gratitude. It will not do that, but it will set up a new positive at- 
mosphere. Let her say to Asia, “Look what we are doing in India in 
the team way. Why do you have to go the Communist way ?” 

Chairman Ricwarps. Thank you, Mr. Ambassador. We appreciate 
vour coming before us and we also appreciate your very illuminating 
testimony. 

Thank you very much. 

The committee stands adjourned. 

Is Congressman Davidson here? I believe he wanted to testify this 
morning. He isnot here. 

The committee adjourns until 2 o’clock this afternoon when Mr. 
Hollister will be the first witness. 

(Whereupon, at 12:40 p. m., the committee adjourned to reconvene 
at 2 p.m., the same day.) 
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AFTERNOON SESSION 


The committee met, pursuant to call, in room G-3, United States 

Capitol, at 2:17 p. m., "Hon. James P. Richards (chairman) presiding. 

Chairman Ricnwarps. The committee will come to order. We will 
proceed with the hearings on the amendments to the Mutval Security 
Act. We are privileged to have with us this afternoon an old friend 
and colleague, Hon. John B. Hollister, who has recently been named 
Administrator. Mr. Hollister, will you proceed? Are you in favor 
of this bill that we are considering now ? 


STATEMENT OF HON. JOHN B. HOLLISTER, ADMINISTRATOR, 
INTERNATIONAL COOPERATION ADMINISTRATION 


Mr. Hotuisrer. Yes, sir. 

Chairman Ricuarps. Do you wish to make a statement on it? 

Mr. Hou.isrer. No, sir. 

Chairman Ricnarps. Would you like to answer questions? 

Mr. Hotzistrer. I would be delighted to answer any questions. 

Chairman RicHarps. You do not want to make any statement ? 

Mr. Hoxiiister. No. Very frankly, I have been so recently called 
into this work that I do not feel prepared to go into the program in 
any detail. It has been prepared by others, and the burden has been 
carried by others. I have had very little opportunity to study it in 
any detail atall. I just know the general picture. 

Chairman RicHarps. We remember your outstanding record, and 
I know you would not hunt a job for the sake of a job. ‘I predict you 
will have many headaches in this. If you need any slkie we have 
two doctors on the committee. Any time you think we can furnish 
medical assistance or any other assistance, let us know. 

Mr. Hoxutsrer. Thank you sir. You may find me on the doorstep 
almost any day. 

Chairman Ricwarps. How long have you been in this job? 

Mr. Ho wisrer. It was first mentioned to me, I think, about 6 weeks 
ago, or a little more than that. I was confirmed yesterday by the Sen- 
ate. The appointment went up, I think, some 2 weeks ago. I knew 
nothing about it before that at all. 

Chairman Ricwarps. You have been studying the thing since then? 

Mr. Houiister. I have been studying it largely from the view- 
point of organization rather than the program. 

Chairman Ricwarps. You have had no opportunity to survey the 
lield 

Mr. Houitsrer. None at all, sir. 

Chairman Ricwarps. Mr. Chiperfield. 

Mr. Curperriretp. Mr. Chairman. Mr. Hollister, we are glad you 
ure here. I am sure you will make a success of the job. I can fully 
understand why you are not in a position to go into the details. 
l just want to with you well. 

Chairman Ricwards. Mr. Gordon. 

Mr. Gorpon. Mr. Hollister, I am glad to know you, sir. At this 
(ime I want to congratulate you on the office you have been selected 
for. I understand it was approved in the Senate yesterday afternoon ? 

Mr. Hoxtisrer. Yes. 

Mr. Gorpon. I have no questions, Mr. Chairman. 
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Chairman Ricuarps. Mr. Vorys. I believe you are from Ohio, too? 

Mr. Vorys. Yes, in a way. 

Chairman Ricuarps. Have you any questions to ask? 

Mr. Vorys. Mr. Chairman, [ am very proud that we have a former 
colleague of ours for this position. I want to say to you, Mr. Hollister, 
that I congratulate you on your courage, not on your appointment. 
We in this committee know what a dreadfully exacting task you are 
undertaking. I know that we will be in consultation with you from 
time to time as you get into harness. I have no questions to ask you 
at this time. 

Chairman Ricuarps. Mrs. Kelly. 

Mrs. Ketty. Mr. Chairman, I have no questions, except to wish 
Mr. Hollister a successful administration and hope he will carry out 
the program as successfully as under the Democratic Administration, 
as it has already been announced; confirmed by the Republican lead- 


” ere. 





Chairman RicHarps. You mean, in the continuation of the Demo- 
cratic foreign policy ? 

Mrs. Keiiy. Yes. 

Chairman RicHarps. Mrs. Bolton. 

Mrs. Botton. Thank you, Mr. Chairman. It is a very great pleas- 
ure for me to have you before us, Mr. Hollister. 

Chairman Ricwarps. You are from Ohio? 

Mrs. Botton. Yes; the northern part of Ohio. 

Mr. Vorys. It is pretty far away from Cincinnati. 

Mrs. Boiron. I have had the great pleasure of knowing Mr. Hollis- 
ter rather well for many years. During the first war he joined a group 
of men who lived in our home. We had some wonderful opportun- 
ities to know each other. From such a basis I am more than happy 
that he has been prevailed upon to take this very difficult and rion 
position, where he will be serving the people of all the world as wel 
as the United States. 

The more he improves the administration which he has said he has 
been studying a little, the more we will be able to accomplish. It is 
our desire to have this legislation serve to draw together the countries. 
The world is drawn together on a basis of friendship and justice and 
mutual interests. Knowing something of Mr. Hollister, I feel that 
we are very fortunate that he has succeeded to this position. Thank 
you, Mr. Chairman. 

Chairman Ricnarps. I want to thank the lady for her remarks. 

Mr. Williams. 

Mr. Wittiams. Thank you, Mr. Chairman. I want to join my 
colleagues in wishing Mr. Hollister well in this important work. I 
wonder, sir, if you are familiar with the Hoover Commission recom- 
mendations in this field of foreign aid. 

Mr. Houuisrer. Yes, I am quite familiar with it. Up until a few 
days ago I was the Executive Director of the Hoover Commission. 
As such, the Chairman appointed me ex-officio on all the committees 
which drafted various reports. Since there were some 18 or 19 re- 
ports, I didn’t study them all in great detail. As soon as my name 
was first mentioned for this foreign aid work. I withdrew from any 
activity with this particular report, so it could not be said that I 
swayed in any way the conclusions that were reached in this report. 
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While I am familiar with what is in the report, I have had nothing 
whatsoever to do with the formulation of it. 

Mr. Witi1ams. Was it the feeling that the program should be 
farmed out pretty much to the regular old-line agencies of Govern- 
ment ? 

Mr. Howiisrer. I think the commission felt that a great deal of 
the activity that has been carried on by the Foreign Operations Ad- 
ministration could be carried on in the departments, more than has 
been to date. Whether that is true or not, I wouldn’t be able to say. 
That was the feeling of the majority of the Commission. I don’t 
think they meant that the functions should be transferred, but that the 
actual work should be done to prevent duplication, with the director 
of the work reserving general coordination of the program. 

Mr. Witt1aMs. Could you state at this time whether you are in 
agreement with the Commission ? 

Mr. Houuisrer. I am not in complete agreement with the Commis- 
sion, with what I know today. I do think that there must be a strong 
coordinating authority. If the Commission’s views, and I don’t 
think they are very clearly stated, would indicate there should be a 
substantial early fractionization from the point of view of control, I 
think that would be a mistake. Does that answer your question ? 

Mr. Wiiu1AMs. Thank you. 

Chairman Ricwarps. Mr. Adair. 

Mr. Apatr. Mr. Chairman. Mr. Hollister, like the other members 
of the committee, I wish to express my very good wishes to you in this 
job that you are undertaking. 

Is it correct to say that up to this time you have been involved 
principally in the problems arising out of the transfer of many of the 
FOA functions over into the new administration which you will head ? 

Mr. Houuisrer. Partly the transfer and partly finding out exactly 
how the FOA functions, what its people do, how the divisions operate, 
largely from the operating point of view. 

In addition, of course, the fact that the President referred to the 
new organization as a semiautonomous unit in the State Department 
is of utmost importance. I don’t think anybody understands exactly 
what that means yet. It has to be played a little by ear. 

Mr. Apair. From the time that you have had to spend on it, and 
the study that you have made, do you at this point see any major 
problems that are likely to arise in the turnover of functions from 
the FOA to your agency; anything that is going to give you more 
than ordinary trouble? 

Mr. Hottrisrer. I don’t see any major problems, no, of that kind. 

Mr. Apatr. You think it will be possible to transfer these functions 
and to operate as this new unit within the State Department with 
quite a great deal of smoothness ? 

Mr. Houuisrer. I think the transfer should be smooth. 

Mr. Apair. Several days ago, led by Mr. Vorys, some of us spent 
some time talking with the Defense Department officials. I came 
away from that, John, with the opinion that they were anxious to 
have a high degree of cooperation between the Defense Department 
and the State Department. Is that the general attitude also of your- 
self and your agency with respect to this program ? 
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Mr. Hotiister. As far as I am concerned, it is. 1 am convinced 
that that is certainly the attitude of the Secretary of State and the 
Undersecretary, to whom I will be reporting. 

Mr. Apair. In other words, to nics it work, where you have two 
major Cabinet departments involved, it will require the very greatest 
coordination ? 

Mr. Hotuisrrr. That is correct. 

Mr. Aparr. Thank you very much, Mr. Hollister. 

Chairman Ricrarps. Mr. Burleson. 

Mr. Burteson. No questions, Mr. Chairman. 

Chairman Ricwarps. Mr. Prouty. 

Mr. Proury. Thank you, Mr. Chairman. Mr. Hollister, I join 
with my other colleagues in wishing you well in your responsibility. 

I am sure your past record justified the conviction that you will do 
e. very creditable job. I am sure all members of the committee will 
cooperate with you to the limit of their abilities. 

Chairman Ricuarps. To get your general idea, Mr. Hollister, what 
importance do you attach, if any, to the program proposed in this 
bill, in the present free world contest with communism / 

Mr. Horzister. Perhaps I don’t understand the question. I con- 
sider that is the whole purpose of the Mutual Security Act. 

Chairman Ricuarps. You consider it is very important ? 

Mr. Ho.utster. The whole theory of the foreign-aid program, as 
I understand it, is to make our country safer. 

Chairman Ricnarps. You do feel that this part of our program—— 

Mr. Houtisrer. As the world exists today. 

Chairman Ricrarps. An essential part of our program as the world 
exists today ¢ 

Mr. Hottrster. Yes, sir. 

Mr. Vorys. May I say that if you had the organizational chore with 
the Hoover Commission of lining up the wor k as to the task force and 
the research end of it, I think you have cut your eye teeth on organi- 

zational problems, and are well equipped for the organizational job 
that lies ahead. 

Chairman Ricnarps. Do you like to go fishing, Mr. Hollister? 

Mr. Hotuister. Very much. 

Chairman Ricwarps. Well, you won’t get much chance. 

Well, sir, we appreciate your coming up here and getting together 
with us. We just wanted to meet with you again and have a few words 
with you. We wish you well. 

Mr. Houusrer. Mr. Chairman, I appreciate ever so much the ex- 
treme courtesy of you and your colleagues. Thank you, sir. 

Chairman Ricnarps. We heard from Mr. Paul yesterday. I be- 
lieve he will finish his testimony today. 


STATEMENT OF NORMAN S. PAUL, DEPUTY DIRECTOR FOR CON- 


GRESSIONAL RELATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION 


Mr. Pau. Mr. Chairman, we have three remaining items for which 
authorization is requested. 

Chairman Ricuarps. Do you have any other members of the team 
here today? 
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Mr. Pauu. I would like, if I may, to call on Mr. Murphy for help 
in responding to questions. Mr. John Murphy is our controller. 

Chairman Ricwarps. He is in FOA? 

Mr. Pauu. He is the Controller of FOA. 

With the description of these three items, Mr. Chairman, this will 
complete the testimony on the specific items for which we are request- 
ing authorization, and assuming authorization, would be requesting 
funds for the following fiscal year. 

I may say, Mr. Chairman, that this, plus the hearings that the com- 
mittee has scheduled tomorrow morning on the subject of surplus 
agricultural commodities, in which you are to hear an FOA witness 
and a witness from the Department of Agriculture on the subject of 
title I of Public Law 480, would complete our affirmative testimony. 

There is one additional request I would like to make of the commit- 
tee, if I may, sir. There are a number of legislative provisions con- 
tained in the bill as passed by the Senate, and a number which are not 
in the bill, which we would like, if the committee approves, to have 
an opportunity to speak to, to highlight some of the points raised in 
our section-by-section analysis. If it meets your wishes, after the 
surplus agricultural commodities’ hearing tomorrow morning, if Mr. 
Christian Herter, our General Counsel, could describe those, I think 
we can get it all within the morning session without any difficulty, Mr. 
Chairman. 

Chairman Ricnarps. We have in the morning session tomorrow Mr. 
Stewart, and 1 or 2 other witnesses. I don’t see why we can’t do it. 

Mr. Pau. I do not think they will take more than an hour. 

The first item I would like to deal with this afternoon is the item 
known as interregional expenses, which you will find on page 541 of 
the large bluebook. We are requesting for this particular item a 
total of $9 million of authorization end funds. This is for program 
expenses undistributed on a regional basis. This amount, together 
with $2.124 million included in other programs, will provide the total 
of $11.124 million for interregional expenses in fiscal year 1956. 

If I may, just for a moment or two, describe what is meant by 
“interregional expenses,” let me say they are the functions and activ- 
ities which serve or assist two or more geographical regions, and hence 
necessitate financing funds which would otherwise be made available 
to two or more geographic regions. These are the interregional proj- 
ects themselves. We have as an example of this type of projcct certain 
English-language training centers here at various reception centers 
for our trainee programs. We have the fees of various land-grant 
colleges throughout the country for services to trainees and technical 
cooperation who are here in the United States for just a short period 
of time. 

Another example or two, the National Association of Manufacturers 
conducts a seminar on trade organization, which is included within 
our technical cooperation programs. We bring trainees into these 
activities from all parts of the world. It is impossible, or, I should 
say, feasible administratively to assign country by country the costs 
of this item. 

It is for that reason, Mr. Chairman, that we are requesting it as a 
separate item. The $9 million which represents this request, is in- 
cluded within the total of $172 million for technical cooperation assist- 
ance. In other words, this is not an additional request to the $172 
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million which we have described generally before, by regions, but is 
a part of that request. 

The other item which is covered here is domestic program expenses. 
This is all within the $9 million. These consist of expenses of per- 
sonnel in FOA and participating agencies engaged in or relating to 
the furnishing of technical assistance to other governments. It in- 
cludes technical backstopping for field operations, including the devel- 
opment of technical materials for use abroad, technical assistance to 
field or Washington project personnel and related subprofessional and 
other services. Again, as in the case of the interregional projects 
that I discussed, these services are global in nature and are not gen- 
erally identifiable for accounting purposes with a particular project 
in a particular country. 

For that reason, we have included it within a global request of $9 
million. During the current fiscal year a total of $8.6 million has 
been devoted to similar purposes. This represents a $400,000 increase 
request in the authorization for this item. 

Mr. Chairman, if I may, I have a short statement for the record on 
this item, which, with your permission, I would like to insert in the 
record. 

Chairman Ricuarps. Without objection, this statement will be 
placed in the record at this point. 

(The statement referred to is as follows:) 


INTERREGIONAL EXPENSES 


The proposed fiscal year 1956 authorization for technical cooperation includes 
$9 million for program expenses undistributed on a regional basis. This amount, 
together with $2.124 million included in other programs, will provide a total of 
$11.124 million for interregional expenses in fiscal year 1956. The following table 
summarizes On a comparative basis the purposes for which these funds will be 
used and distribution of costs by function: 


[Thousands of dollars] 





Program 





| Fiscal year | Fiscal year | Proposed fis- 

















1954 1955 | eal year 1956 
NS Ee Se ee iain (‘) $4,017 $4, 324 
Domestic program expenses... ---..------------ ueceayasbous $5, 225. 6 6, 250 | 6, 800 
ids 7 
Total Rit acl Fle aE EE : sien inde be iveat nates wis bo Ol 5, 225. 6 | wen 11,124 
Less amounts included in other programs as follows: | } 
oo a ee ee eee —996.8 | —1, 333 —1,323 
Joint control area Lp ET Ts BET A ee eee st —274.1 —334 | —301 
Technical cooperation, Korean country program _------ Bhs te: NEES Series —500 
Net amount under technical cooperation undistributed | 
bein itGigations ic Bose tt lle “elt SP 8 alt eo DBAs 3, 954. 7 8, 600 9, 000 








1 In fiscal year 1954, expenses of this nature were distributed to country and regional programs. 
INTERREGIONAL PROJECTS 


Interregional activities are those functions, undertakings, or activities which, 
as the title implies, serve or assist two or more geographical regions, and hence 
necessitates financing from the funds which would otherwise be made available 
to 2 or more geographical regions and/or from 2 or more appropriation accounts. 
Activities solely on behalf of a single geographical region are to be financed 
from the funds which will be made availabie to the appropriate regional office 
and not from the proposed interregional funds; no such activities are included 
in the table. 
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The estimated interregional activities for fiscal year 1956 are those necessary 
for the proper implementation of approved or anticipated requirements pur- 
suant to the technical-operation and technical-exchange programs. No acti- 
vities are included which would constitute an undertaking distinct or unrelated 
to the basic programs and objectives of the technical-cooperation and technical- 
exchange programs set forth in the regional office presentations. 

The projects are of two general types. First, are activities required to imple 
ment continuing training programs such as the provision of orientation and 
language training for participants; contracts with land-grant colleges, universi- 
ties, and professional societies to provide training to FOA participants; and 
preparation of visual aids, technical literature, and technical exhibits. Second, 
are projects of a developmental nature and of a less routine character such as 
training of foreign nationals in the peaceful uses of atomic energy; contracts 
with American universities to train foreign nationals in the processes and 
techniques of national economic development; and preparation of manuals and 
other materials on the processes of industrial development of a country. 


DOMESTIC PROGRAM EXPENSES 

































Domestic program expenses consist of expenses of personnel in FOA and par- 
ticipating agencies engaged in or related to the furnishing of technical assistance 
to other governments or their nationals. It includes technical backstopping for 
field operations, including the development of technical materials for use abroad, 
technical assistance to field or Washington project personnel, and related sub- 
professional, stenographic and typing services. The services are global in 
nature and are not generally identifiable for accounting purposes with a par- 
ticular project in a specific region or country. It also covers domestic training 
activities and includes review of applications, placement, training, and super- 
vision of trainees, making travel arrangements, and reviewing and evaluating 
reports. 

Mr. Pau. That is the first of the three items I am planning to 
cover. Would you like to have me go through the others or would 
you like to ask questions on each individually? The other two are 
really quite different in nature. 

Mrs. Boiron. You spoke of the language-training centers. Where 
are those, and what system of teaching is used, do you know? 

Mr. Patt. I will be very happy to get that for you. It is a minor 
item 1n expense. 

Mrs. Borron. It is a major item in method and results. I happen 
to know something about that, and have worked in it a lot. 

Chairman Ricnarns. Mr. Prouty. 

Mr. Prouty. Have you anything to indicate what the projects 
are that you have in mind? 

Mr. Pau. Mr. Prouty, I could give you a very complete list. In 
my oral testimony I ran through certain items. I could give you the 
others now, or, alternatively, both, supply you with a more complete 
list. 

Mr. Provry. I would like it myself. 

Mr. Pauw. We have it and can get it for you. 

(The information requested is as follows :) 


ENGLISH LANGUAGE TRAINING CENTERS AND RELATED ITEMS 










The American Language Center of the American University through con- 
tractual arrangements provides intensive English language refresher instruc- 
tion to FOA participants requiring it. Since this center serves both the 
Department of State and FOA, the Department of State negotiates the contract 
with the American University and FOA enters into an agreement with the 
Department. 

In teaching, the center uses the oral system primarily, with emphasis on 
spoken English. The classes are very small and a great deal of oral drill 
is provided. Materials are based on linguistics research. This system is sim- 
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ilar to that used by the Army and Navy in their intensive language training 
program during World War II. It is also similar to the so-called direct méthod 
in that only English is used in the classroom. Tape recordings, records, and 
film strips are also used in the classes as instructional aids, under the supervision 
of live teachers. Students also use the machine in off-duty hours, but the 
policy of the center is to have a supervising teacher on duty during off-duty 
times when students use the machines. We have requested that $107,000 be 
put into interregional funds for financing the costs of English language refresher 
training during fiscal year 1956. This is based upon the estimation that approxi- 
mately 15%4 percent of the participants expected to arrive during the year 
will require an average of 3 weeks of English language refresher instruction. 
(The estimates are arrived upon by using past years of experience as the 
criteria.) The final estimates cannot be firm until the appropriations are known. 
Also the contracts cannot be signed until that time. 

Another item in the interregional fund is approximately $130,000 to provide 
orientation about the United States to the participants, and to supply necessary 
orientation materials. FOA makes arrangements for these services in the same 
way as for the language instruction. This contract is with the American Council 
on Education which provides the orientation at the Washington International 
Center. The center services the Department of Army, FOA, and Department of 
State through the one contract negotiated by the Department of State. We 
estimate that the majority of participants except those who go to the language 
center will receive orientation at the center. (Those receiving language re- 
fresher instruction receive orientation about the United States simultaneously 
with their language instruction.) The estimates as to number are based on the 
budget presentation and cannot be firm until appropriations are made. 

Included in interregional funds are funds for reception in Washington. 
This is also accomplished through contractual arrangements with the American 
Council on Education. This contract provides that FOA will pay for limited 
number of staff personnel for arrangements and briefing and that volunteers in 
the community will make arrangements for housing and meeting the partici- 
pants at the airport. The fiscal year 1956 costs for this service is estimated 
to be approximately $17,000. 

FOA provides for reception services at the four major United States ports of 
entry through a memorandum of agreement with the Department of State, where 
they have already established reception centers. The Committee on Friendly 
Relations among Foreign Students will provide reception services at the Seattle 
port of entry where the Department of State does not have a reception center. 
The estimate for total costs for reception at all ports of entry is approximately 
$61,000 for fiscal year 1956. 

Nore.—FOA expects that the participants who come to the United States 
for training over a period of 2 months or more, or who must undertake their 
training independently, shall be able to speak and comprehend the English 
language. FOA imposes this policy both for reasons of economy and because 
experience has shown that the participants cannot obtain maximum benefit 
from their training unless they possess reasonable fluency in English. However, 
as indicated above, approximately 15% percent of the participants who will 
arrive during fiscal year 1956, and who have been reported as able to speak 
and comprehend English, will in fact not be so able, based on the results of 
past experience. In an effort to reduce this significant percentage of partici- 
pants who require refresher training, FOA requested, and the American Uni- 
versity Language Center has just completed, a new test to be given by FOA 
personnel overseas to the prospective participants, which it is hoped will 
reduce the proportion who slip through the present procedures and fake their 
ability to speak and comprehend English. 

Participants who come to the United States in groups, and who will be in the 
country but a few weeks, are not required to speak and comprehend English 
and the group is provided with an interpreter who stays with them constantly 
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OFFICE OF TECHNICAL SERVICES 


Estimated interregional activities for technical erchange-technical cooperation 
programs, fiscal year 1956 


[Thousands of dollars] 

































By appropriation account 
| Europe | 
Activity to be financed Po msl i ay 
( xcludi Remainder | Greece- | Korea | Total 
a ng |Germany-|,0! Europe | | Turkey | ; * 
Feece. | Germany-| (exclusive of Total | | 
Turkey) | Austria | Germany- | 
| Austria) 





METHODS COORDINATION STAFF 






. District of Columbia reception, | 
orientation and language train- | | 

























ing of participants-_-___.....-.--- | 270 1 18} 19} 6 20 315 
2. Vanderbilt-type seminars. | Se ~-|--2---|-------+- tree 250 
3. Professional societies followup | | | 

contract ........__--- Pm Bidets 2 pie epee ae |------222-feoete ee 100 
4. Research, evaluation. --------- } gt See eee ey ere! ka: CSREES, Cbsibiee ey Sem ‘Rene <5 50 
é. Printed materials for use in orien- | | | 


tation; program publications_--- ee Rae eer eee, ere | 














PROGRAM SERVICES STAFF 


6. Forwarding services_.........---- 
7. Interpreter services--------- 








OFFICE OF FOOD AND AGRICULTURE | 


8. Land-grant colleges (service to 


i Ronee. | 54 | 
9. Group leaders and interpreters - -- RR ee | 10 10 | 12 
10. FOA-USDA special projects - - --- | St cececess (9) (9) (9) (3)| (191) 
10 (a) Plant and seed materials ____-| | 6 | 6 | 3 2 | 
10 (6) Technical services on salinity | 
and s°il fertility, agreement | | | 
ee ....-..,..... , ae ai 32] 3 | 1| 6 
11. Credit and land use _--------- | ee ee Le Awoneh on oeeee aes 2 foapthore | 50 
12, Publication exchange center _-__--| __ a Se Bee 1 | 1 | a Sn ; 17 
13. Preparation printed materials --_| “ee ea oe 1 | 1 | 15 
14. American Farm Bureau contract | 65 | 2 ye... be | 8 |--,----- x 137 





OFFICE OF LABOR AFFAIRS 


15 (@).. Publications, technical man- | 
unis and films. ......-.-.-... | 26 | 1} 7 a . <a | 38 
(0) Preparation (by BLS) of labor 

beoks 
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OFFICE OF PUBLIC SERVICES 














16. Publications and training mate- 


(GRE S o ak ap aN es 171 oY Sts wie 1 5 9; 186 
Contracts. ___- (328) is cats : (2) (18) (77); (425) 

17. Citizenship education project | 
(Columbia University) ----- 63 - ee 2 10 | 25 | 100 

18. Housing training (University | | 
of Pennsylvania) rl A a ; te 3 en cate 30 

19 Technical problems on hous | 
ing. 15 _— x =o 3 2; 2 

20. Urbanization ‘study (Univer-_ 

sity of Pennsylvania) _- : |) | Sees = mS. | 50 | 200 
21, Puerto Rico training_---..--.- Yt See See) Oe een hh ES a chesdibits sak ‘Seabees 

22. Management training of line | 


PS _ SSS? : eos, 1S 2 } 
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Estimated interregional activities for technical exchange-technical cooperation 
programs, fiscal year 1956—Continued 


(Thousands of dollars] 










































































By appropriation account 
Europe | 
Sestieas , Technical meat 
Activity to be financed cooperation 
ower | Remainder | Greece- | , e 
(excluding , ay | Korea | Total 
Greece- |Germany-| of Europe Total Turkey 
f i \(exclusive of Tota 
Turkey) | Austria |“Gormany- | | 
Austria) 
——— ee -“ —_ 
| 
OFFICE OF PUBLIC SERVICES—Cont. | 
23. Project case studies (for orienta- | | 
tion of technicians) (PAD) -_---- _) ae are! i space aiediices silepiinietamicdeaniatasen 10 
24. Interdepartmental Committee on 
Nutrition for National Defense- og EEE BEAR tre. Ek cee a habe af a BSAll | 45 
25. Conferences (CDD, PAD)_-.----- Bat ORE SL Se te | 60 
OO peopel ase pied tamer 611 \ ee 3 | 26 | 86 | 7: 
OFFICE OF INDUSTRIAL RESOURCES | | 
26. CIPM____- 40 10 48 | 58  y mabe 109 
27. National Association of Manu- 
facturers contract (trade asso- | 
ciation development) _____- 16 SS ae | _ «teas -| 2) Ww 
28. Type III: Technical aids services_ (569) | | aes | (16)} (6)| (591) 
Technical exhibits______- : ~~? SS Sie Geert & | 87 
Special industrial reports ___- 39 3 ewe | 42 
Technical literature____...-- 152 eet 5 2] 159 
Technical films____- dest 83 ¥. } 2 | 1 RF 
Technical digest services ____. ae reaps: 2 | 1 79 
Question and answer service 93 a . 1 3 1| 97 
Development of technical 
aids____ wi oe adheed Re irs | 35 
Civil aeronautics technical | 
Se a ee 7 Ey: Pious 1 | 56 
| | | —___]__ 
IR he LA Sh 625 12 | 48 | 60 | 27 | 8| 720 
OFFICE OF THE DEPUTY DIRECTOR 
FOR TECHNICAL SERVICES | | 
} } 
29. School for educational admin- } 
istration __- x eee ee tee et 50 | 150 
30. Peaceful uses of atomic ene rgy_.-- 550 } 150 | 150 j----- --| 700 
etal 552 bees te 650 |--- | 150 | 150 |- 5] 850 
OS ete Range Cates 3, 411 101 523 | 624 193 178 4, 406 
| | 








DESCRIPTION OF PROJECTS 


1. Contract with the Washington International Center to provide for reception 
and orientation of foreign visitors in Washington; contract with American 
Language Center to provide language training to those participants not having 
sufficient knowledge of English to profit by their United States experience. 

2. Contracts with Vanderbilt and Stanford Universities to provide predeparture 
orientation in economic development to participants. 

3. Contracts with American professional societies to provide associate member- 
ships to foreign visitors to provide continuity of training and contact with the 
United States. 

4. Contracts with private organizations to evaluate the long-run impact of the 
technical-cooperation program. 

5. Printed materials to be distributed to foreign visitors, related to the general 
technical-cooperation and technical-exchange programs. They are nontechnical 
in nature and do not duplicate general orientation materials distributed by the 
Washington International Center. 

6. Contract to provide for the forwarding to home countries of materials 
related to training of participants. 

7. To provide interpreter services to participants while in the United States. 
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8. To reimburse land-grant colleges for services performed for participants. 

9. To provide for salaries for team leaders or technical consultants with teams, 
and for travel and per diem for team leaders and interpreters. 

10. Special agreements with the Department of Agriculture for the use of the 
facilities and employees of the Agricultural Research Service and the United 
States Salinity Laboratory for services in connection with agricultural-technical 
assistance. 

11. Contract to provide for preparation of materials relative to agricultural 
credit needs and usages and their relationship to land usages. 

12. To provide for exchange and distribution of basic informational and tech- 
nical agricultural publications issued by the land grant colleges and the United 
States Department of Agriculture. 

13. For printed materials for use of agricultural technicians in the field, for- 
eign participants, ete., in the furtherance by the agricultural program. 

14. A contract with the American Farm Bureau to carry out the training of 
young foreign farmers in the United States. 

15. Technical background materials for the use of participants and technicians 
in the FOA labor programs. 

16. For the preparation or purchase of materials for the training of foreign 
participants, orientation of United States technicians going overseas, and distri- 
bution overseas in support of technical assistance projects in public health, 
public administration, education, community development. 

17. Adaptation of American teaching materials, manuals, visual aids, etc., 
for use overseas in underdeveloped countries. 

18. Contract with the University of Pennsylvania to provide for training of 
foreign architects and planners in the field of housing. 

19. Contract with private organizations to develop a simple earth-block ma- 
chine for production of raw materials for self-help housing, and similar simple 
hand-operated machines for use in the construction of housing. 

20. Contract for a study of the nature of the movements of rural populations 
to urban centers in underdeveloped areas. 

21. Contract to provide programs of education, training, and observation for 
Spanish speaking and other participants, in Puerto Rico. 

22. Contract to develop a plan for providing management training for foreign 
officials in substantive fields. 

23. Contract to develop case studies of overseas projects for use in orienting 
public administration technicians, 

24. To provide a point of liaison for interagency coordination planning and 
operation in the field of human nutrition. 

25. To provide for a conference in the field of community development to 
discuss techniques, organization, etc. 

26. Contract to cover staff support costs in connection with sending teams of 
American management experts in the field of industry to participating countries. 

27. Contract to facilitate the establishment of trade associations in participat- 
ing countries. 

28. Technical aids in the field of industry in connection with the technical 
cooperation and exchange programs. 

29. To finance establishment overseas of a higher training institution to work 
at grassroots level experimentally with objective of setting up hierarchy of 
training institutions for workers in agriculture, health, village industry and 
basic education and to train village workers and their teachers. 

30. This item will provide the funds for the training in the United States of 
foreign nationals in the peaceful usage of atomic energy at both the basic and 
advanced levels. The funds requested will be allotted to various cooperating 
foreign governments when their training needs have been determined. 


Mr. Pauw. I might add, if I may, a major item in this is a project 
of $700,000 for the peacetime uses of atomic energy. This is really 
the forerunner of the program which the President has recently 
discussed, and which I understand may be sending a message to Con- 
gress very shortly about. However, under the original “Atoms for 
Peace Plan,” the Atomic Energy Commission, the Department of State 
the FOA, each using a portion of its funds has entered into a program 
of training in atomic energy uses. We are estimating that of the total 
requested for next year, $4.324 million for these projects, $700,000 
would be for this activity. 
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Under our program, or under our part of it, it is all coordinated by 
the Atomic Energy Commission, of course, in our part we bring 
trainees to this country, scientists of one sort or another to study 
the technical uses of the products of atomic energy as against the 
scientific research itself, which is handled through AEC and the other 
agencies, such fields as the development of new uses in health research, 
and so forth, also some industrial uses of the products of atomic energy. 

Mr. Proury. AEC has no funds available for things of that nature? 

Mr, Paut. They have funds available, sir, but the arrangement 
made has been for each agency to take on that portion of the program 
which seems to fit in most clearly with the type of activities they 
carry on or are in a position to carry on. Ours is limited to the tech- 
nical side of the training of these people brought. ever to this country. 

I might add they are not all scientists. Some of them are doctors 
and medical technicians, and others who might be using these produets. 

Mr. Proury. How much of this $700,000 do you expect to expend 
next year? 

Mr. Pavut. We would expect to obligate the entire amount next year. 

Mr. Proury. I was thinking in terms of actual spending. 

Mr. Pau. I am told we estimate not more than 30 percent will be 
spent in the coming fiscal year. 

Mr. Apar. Mr. Paul, will any of that money go into such things 
as this atomic exhibit that the Information Service is going to use in 
Geneva, the one that we had over at the Library of Congress a while 
back? 

Mr. Paun. To the best of my knowledge, it does not. 

Mr. Apatr. You would suppose that funds for such an exhibit as 
that would come from Information Service sources ? 

Mr. Pau, I would assume the USLA’s own appropriation would 
pick that up. 

Mr. Gorpon (presiding). Mr. Fulton, have you any questions? 
You might present the other programs. 

Mr. Pau. The next item I would like to call your attention to is on 
page 575 of your blue book, which relates to the expenses for carrying 
on the Mutual Defense Assistance Control Act, or the Battle Act, as it 
is more commonly known. 

As you all know, this program addresses itself not only to applying 
the controls on exports for security purposes but requires the admin- 
istrator of the Battle Act, who under the present legislation is the 
Director of the Foreign Operations Administration, to work with 
other countries of the world to secure an international pattern of trade 
controls which would enhance the security against aggression in the 
free world. 

For this item in our bill we are asking for next year a total of 
$1,175,000. This is the same amount that was requested and author- 
ized by the Congress during the current fiscal year. These are the 
costs of the administration of keeping the President’s responsibilities 
under the Battle Act administered. They are split out over a number 
of different agencies, because there are a number of agencies, as you 
all know, involved in the process of the Battle Act controls. 

We have the Department of State, the Department of Commerce, 
for example, very importantly involved. Of course, the Central 
Intelligence Agency, the Department of Defense, and other agencies 
throughout the Government also have a role to play in this program. 
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I would say, Mr. Chairman, just for purposes of brevity, that the 
costs are roughly assumed to be the same as last year. The only 
difference in this program from the presentation during the prior 
fiseal year is that a larger amount of the funds are being utilized by 
the Department of State. It has been found during the course ot 
this year that certain activities which had been carried forth by other 
agencies, including FOA, can be more efficiently performed in the 
Department. For that reason, we are requesting these funds contain 
an element for the State Department larger than the prior year. 
The total, however, remains the same as in the fiscal 1955 program. 

I might add, Mr. Chairman, if any of the committee would like to 
ask any particular questions about the administration of the Battle 
Act, we have with us this afternoon Vice Adm. Walter S. DeLany, 
who is the Administrator for the Battle Act within FOA, and is respon- 
sible for coordinating the activities under this piece of legislation. 

Mr. Gorvon. Are you through with your part of the presentation ? 

Mr. Pavt. I am, if I may insert a short statement for the record. 

Mr. Gorvon. Without objection, it will be inserted in the record. 
(The statement referred to is as follows :) 


CONTROL ACT EXPENSES 


Comparative summary of expenses by fiscal years 








Program, all costs 





Proposed 


Fiscal year F ises 1 5 
Fisc Aopen Fisc al ye 7 fiscal year 
1954 1955 aA 
1956 











Foreign Operations Administration: 


Office of Administrator. .. a ~ $379, 034 $40°, 609 | $376, 910 
Overseas missions--_..__- : 142, 685 147, 691 | 78, 618 
Total, Foreign Operations Administration - : 521, 719 557, 300 | 455, 528 


State Department: 
Departmental __- -- 


JOOS ad 89,119 164, 400 | 176, 548 
i. || errr Sdils datnha te ‘ : 213, 289 253, 600 | 343, 324 
Total, State Department--________- . 302, 408 418, 000 | 519, 872 
Commerce Department--._---- Pr ; 173, 490 199, 700 199, 600 
Grand total, Control Act expenses. _..........-.-.----- 997, 617 1, 175, 000 1, 175, 000 





The scheme of organization for conducting operations under the Mutual 
Defense Assistance Control Act (Battle Act) has a dual aspect. The act itself 
made one of its most important contributions to improving previous operating 
arrangements by recognizing the need for a central administrator to give coor- 
dination to the activities of the various United State agencies interested in the 
control of strategic exports from foreign countries to maintain free-world secu- 
rity. On the other hand, the act recognized that these agencies had to do the 
operating work involved in the Battle Act program, their operations to be coor- 
dinated by the central administering head. In addition to the function of ad- 
ministering the Battle Act, the Director of the Foreign Operations Administra- 
tion is responsible, together with the Secretary of State, for coordinating, 
through the Economie Defense Advisory Committee, all economic defense pro- 
grams of the United States Government. 

The Office of the Deputy Director for Mutual Defense Assistance Control, 
under the Director of the Foreign Operations Administration, provides the cen- 
tral directing coordination over the interagency arrangement for carrying out 
the Battle Act. This office sees to it that a program and supporting activities 
are planned and initiated; that sound policies are devised for general guidance 
of the program and for application in particular situations; and that there is 
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proper and consistent execution of activities and policies by the agencies carrying 
out operations. In addition, this office represents the program in terms of report- 
ing and responding to the Congress, to the President and his agencies for pro- 
gram coordination in the field of national security, and to the public. It also 
carries out the specific responsibility under the Battle Act of making available 
technical advice and assistance on export control procedures to any nation desir- 
ing such cooperation. 

In the work of determining the strategic importance of individual commodities, 
the Commerce Department gives the primary operational leadership. 

The State Department, through the United States Foreign Service, carries 
the results of the planning forward into the arena of international negotiations 
and relations. 

Although State and Commerce Departments share the basic operations under 
the Battle Act, other agencies also have a prominent interest here. Defense 
Department, out of its military interest, is greatly concerned with the strategic 
value of goods exported to or withheld from potential enemy countries. Foreign 
Operations Administration, in its concern with things that affect the economic 
strength of countries, is intimately interested in trade-control operations. Be- 
cause of the complex nature of the problems coming up under the Battle Act, 
the act itself calls for securing the joint advice of all these agencies, plus others 
having an interest in securing trade control. In addition, the intelligence agen- 
cies of the Government render substantial support to the Battle Act program. 

The funds authorized under the Battle Act program provide for financing 
the central administering and coordinating staff, and also for supplementing the 
financial resources that the main agencies participating in Battle Act work can 
make available from their own operating appropriations. These funds are 
allocated to the State Department, Commerce Department, and Foreign Opera- 
tions Administration to insure an adequate total level of activity by these agen- 
cies in carrying out Battle Act operations and in representing their particular 
agency interest in the interagency machinery for planning and operating the 
Battle Act program. Authorization is requested for a program in fiscal year 
1956 of the same financial size as the program for fiscal year 1955. 


Mr. Gorpon. Do any members of the committee have any questions 
at this time? 

Mr. Apair. It might be of interest to have the admiral just take a 
few minutes to give us his impression of the effectiveness of that act. 
I would like to have just his comment upon it. 

Mr. Gorpon. We will call Admiral DeLany. 


STATEMENT OF VICE ADM. WALTER S. DeLANY, UNITED STATES 
NAVY (RETIRED), DEPUTY DIRECTOR, MUTUAL DEFENSE ASSIST- 
ANCE CONTROL, FOREIGN OPERATIONS ADMINISTRATION 


Admiral DeLany. I think I appeared before you last year with Mr. 
Kalijarvi, of the State Department. At that time we did give the 
real basic concept of the whole program. So, I presume, it is not 
necessary to repeat that again this year. 

I might proceed from what has happened since I last appeared be- 
fore the committee. I think I told you then that there had been a 
revision of the economic defense policy, in that it retained the basic 
concept of the necessity for strategic trade controls, but did take cog- 
nizance of the fact that there had been a change of conditions. Inci- 
dent to that change of policy, it required within the group that 
constitutes the Economic Defense Advisory Committee, on which 10 
agencies of the Government are represented, that review be made of 
the list of items under control. That was done by technical and quali- 
fied groups of specialists within each category, representing all the 
agencies of the Government that were interested in it. 
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While we were doing that some other countries in the participating 
group, known as the consultative group, in Paris, came to the same 
conclusion. 

Because of that it became necessary for us to meet first trilaterally 
with Britain and France in a conference in London to establish eri- 
teria and a basis on which we could review these items within the 
15-nation coordinating committee. Those criteria were agreed upon 
and presented to the committee. 

In early April the committee working group got together to study 
the list of items under control. The 15 nations were represented by 
their technicians and advisory people. I think it is 2 rather remark- 
able tribute to the unity and coordination of this effort that after 
3 months of intensive work the technicians of all the countries, after 
they considered the desires to sell, orders received, and so forth, came 
up with a revised list on which they agreed that 170 of the items would 
remain under embargo. That was a reduction of the former list. The 
list of items that were under quantitative control, which, as you know, 
each country agrees to remain within the specified quantity of ship- 
ments, was reduced, and also the third list, which is the surveillance 
list, under which we watch the shipment of items on that list was 
reduced. 

Coupled with that was an agreement among all the nations that 
they would institute very much stricter enforcement policies as relates 
to the shipment through transit ports, transaction controls, and so 
forth. The revised list of items was adopted by all the countries and 
by the agencies of this Government on the 16th of August of last year. 
But it wasn’t until the middle of January of this year that all the par- 
ticipating countries could iron out the administrative and legal diffi- 
culties within their own countries to bring their own enforcement 
actvities into conformity with the consultative group recommenda- 
tions. It wasn’t until that later date that these enforcement policies 
were enacted and accepted by the participating countries, and also by 
some third countries which are actively participating in the control. 

Our indications show that in spite of the reduction of lists there 
has not been significant increase in trade in the latter half of 1954. 

Factually, the trade of the free world in the latter half of 1954 is 
down by $100 million. The trade of the COCOM countries, as we call 
it, has gone up a bit. 

Mr. Vorys. You mean, the total trade of the free countries or the 
East-West trade? 

Admiral DeLany. East-West trade. 

Mr. Vorys. The total trade of the countries has probably been af- 
fected, but the East-West trade has gone down $100 million ? 

Admiral DrLany. Yes, sir. At this time, it is not absolutely pre- 
dictable, but it is safe to say that during the latter half of the year, 
after the controls had been changed, the list had been changed, there 
was some increase in East-West trade between the participating 
countries, but the free world East-West trade was down $100 million. 
That seems to be the overall result. 

With the increased enforcement we have seen a reduction in the 
amount of illegal trade that has been going on, because the enforce- 
ment procedures have been successful in stopping some of their trade. 
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Mr. Apair. Mr. Chairman. Admiral, you would feel, by and large, 
and just speaking in generalities, that the program is progressing 
successfully and effectively ? 

Admiral DeLany. Yes, sir, I do. I think that because I believe in 
spite of the long effort that it took us to get a reconciled list, we came 
out of that conference after 3 months with unity, strength, and we feel 
we had not decreased the security factors of our control to any great 
extent. 

Mr. Apair. I am pleased to hear you say that. Take a specific port, 
for example, Hong Kong. Do you believe that there is much un- 
authorized or illegal trade through that port ¢ 

Admiral DeLany. No, sir. I believe Hong Kong abides very closely 
with the trade controls in that area. There is no doubt that there 
is smuggling. I think there is a sincere effort out there to abide 
by the control. 

Mr. Apair. On the part of the English Government ? 

Admiral DeLany. And on the part of the colonial governments. 

Mr. Vorys. Admiral, I wonder if you have available charts 

Admiral DeLany. Yes, sir. I had no idea I was going to be testi- 
fying in this respect but I have some charts with me for my own use. 

Mr. Vorys. Before you had charts which showed graphically the 
path of the East-West trade and the volume of general trade, that 
was extremely helpful. 

Mr. Burieson. I assume that the admiral will testify in executive 
session at some future time? 

Mr. Pau. If the committee desires. 

Admiral DeLany. We can make those charts available for the 
record. 

Mr. Vorys. On the matter that Mr. Burleson raises, I understand 
this is an open hearing. There are questions that, of course, occur 
to us that might well be directed in executive session. I don’t know 
whether the nature of the rest of the testimony is such that we might 
proceed in executive session. 

Mr. Gorpon. What does the committee desire? We will finish 
with Mr. Paul. 

Mr. Paut. The other item can be handled either way. I don’t think 
it is of very great public interest. If you would like to hear the 
other items first, we could clear those up. The testimony on our 
part won’t be lengthy on them. 

Mr. Burierson. I was wondering if the admiral had any informa- 
tion that he wanted to give in executive session. 

Mr. Gorvon. Mr. Paul can finish his testimony, and we can pro- 
ceed with the admiral in executive session ¢ 

Mr. Paut. We have two items remaining. The first one I would 
like to call your attention to is the administrative fund request for 
nonmilitary funds, which is contained on page 579 of the book before 
you. I will make a very short statement in support of that. 

Since its inception and pursuant to the President’s Reorganiza- 
tion Plan No. 7, the Foreign Operations Administration has achieved 
major reductions in administrative costs. These costs were reduced 
from $49.2 million in fiseal year 1953 to $33.7 million in fiscal year 
1954, or a reduction of $15.5 million. 

During fiscal 1955 an additional savings of $1.1 million was made, 
principally by reductions in European missions and by savings and 
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participating agency funding as a result of studies made of the 
activitv of these agencies in relation to FOA policies, procedures, and 
operations. ; 

The requirements for fiscal year 1956, Mr. Chairman, are estimated 
at $35,225 million. While a further decrease of about $300,000 is 
forecast for European missions, which are phasing down to the 
bare minimum, this decrease is more than offset by new and additional 
requirements for missions in underdeveloped areas, particularly in 
the Far East. 

The net increase of $2.6 million requested for 1956 results in major 
part from increased administrative expense needs resulting from the 
increased program activity in the underdeveloped countries of the 
Far East, Latin America, the Near East and Asia. 

$0.9 million is for the expenses of administering the Korean pro- 
gram. This increased requirement results from three elements: One 
is the partial replacement of military personnel by civilians in the 
Korean civil assistance command as a result of the cutback of military 
strength levels for that command. 

The second element, the provision for salaries of local employees 
previously paid from Korea Government funds. Three, other object 
expenses currently furnished by the Department of the Army with- 
out charge to the mutual security program. 

The remaining net increase of $1.7 million approximately results 
in major part from the provision for full-year costs of missions that 
have been activated this year in Japan, Cambodia, Laos, Guatemala, 
and -British Guinea; for increased administrative requirements in 
other undeveloped areas where program operations are expanding, 
and for educational allowances for the dependent children of over- 
seas employees in accordance with Public Law 22, which was passed 
on April 5 of this year. 

That, Mr. Chairman, is a summary of the request of administrative 
funds for fiscal year 1956. 

Mr. Gorvon. Thank you, Mr. Paul. Mr. Vorys, do you have any 
questions at this time? 

Mr. Vorys. Mr. Chairman, there is legislative language proposed 
which I don’t quite understand with reference to these expenses. I 
also wonder why it wouldn’t be expected that the consolidation under 
the Department of State would not economize on certain housekeeping 
matters, such as budget officers, administrative officers, and certain 
personnel officers and property and control officers. It seems to me 
there ought to be a savings reflected in this consolidation. Those who 
like myself have favored this have never put any figure on the pro- 
posed saving. I had hoped there would be a saving that would be 
reflected in the consolidation. 

Mr. Pauw. Mr. Vorys, it is true, and quite possible, as the Secretary 
of State and others who are to be in charge of this program have indi- 
cated, that some savings due to consolidation of activities within the 
Department of State as a result of this transfer can be made. How- 
ever, the Secretary of State has pointed out in writing, I believe, to 
Senator George during the course of the Senate hearings, that the 
reason for the special personnel provision which had been requested 
by the administration, that is, the authority to release from employ- 
ment anyone over grade GS-9 without recourse to the civil service 
regulations, was not designed to clear the decks, so to speak, for a 


63245—55——36 











556 MUTUAL SECURITY ACT OF 1955 





massive decrease in personnel. It is not the feeling of the Depart- 
ment of State, which is to take over this operation, that such a massive 
decrease in personnel is called for, although they would be the first to 
admit that certain savings might accrue, as yet undetermined, be- 
cause the new organization has not been shaken down. 

The primary purpose for the personnel provision which was origi- 
nally proposed the administration, but which was deleted by the 
Senate Foreign Relations Committee and not restored in the Senate, 
was to permit a more efficient redistribution of personnel when the 
new agency was taken over. The specific matter that they were at- 
tempting to correct by this suggested amendment was the problem of 
bumping people in various parts of the operation which would slow 
down the process of an efficient reorganization of the entire foreign- 
aid operation. 

This was the stated reason for that amendment, sir, and it was not 
for the reason of contemplating a massive reduction in personnel. I 
am not sure I have answered your question, I am not sure that it is 
completely answerable right now, until the Secretary of State and 
the Department of State have reviewed in detail the request made in 
this bill, having very much in mind that the President indicated that 
this would be transferred to the Department on June 30. 

Mr. Vorys. One question I asked you was as to a proposed recast- 
ing of the language of 411. 

Mr. Pau. I would like to ask, if I may, Mr. Peter Morse, our 
Associate Counsel, to give you what that means. This is the amend- 
ment to section 411, adding a new subsection (c) 


STATEMENT OF PETER MORSE, ASSOCIATE COUNSEL, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Morse. 411 (c) has been requested primarily to restore to 
the aid operation authority which previously existed in the several 
bills, the several laws which, as you all know, they used to be, the 
Economic Cooperation Act, the Mutual Defense Assistance Act, and 
last year this was all consolidated into the Mutual Security Act of 1954. 

In the process of consolidation there was what we believe was an 
inadvertent omission from what had previously been this authority, 
namely, to waive for certain overseas expenditures the normal rules 
and regulations governing the obligation of funds. 

I think perhaps one example of the type of thing that we get into 
overseas is where a technician operating on the frontline of one of our 
programs, let us say, a flood in Pakistan, suddenly takes ill and has to 
be transported back to perhaps the United States or some other place, or 
we have to drop food to that technician. We need, and had had up to 
this year, the authority to, by the Director signing what we called a 
waiver, waive any law which would prevent us from coming, so to 
speak, to the rescue of that person. That is the main purpose of this. 
Last year we had it for administrative employees. 

If you look at 411 as it existed last year, you will see we were given 
this waiver authority for administrative people. We now want to 
restore what we previously had, namely, the same waiver authority 
for our program people, who get into just as much trouble and need 
the same emergency relief as we have had for administrative people. 
That is the main purpose of that provision. 
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Mr. Vorys. My recollection fails me. Wasn’t this the place—— 

Dr. Buttock. No, that had to do with contracts. 

Mr. Vorys. Congressman Curtis had an amendment that had to do 
with contracts, but he was allergic, and many of us are, when you have 
something without regard to laws and regulations governing the obli- 
gation of expenditure of Government funds. 

Mr. Morse. I think I may be able to clear that up for you. It was 
a different provision. I think the provision is 533, which was amended 
last. year to exempt, to preclude you waiving the Renegotiation Act. 
The main distinction between this 411 and 533 is that 533 deals with 
domestic procurement ; 411 has always existed pretty much in its pres- 
ent form. It talks about expenditures outside the continental limits, 
primarily. There is a provision here for printing and binding, which 
has always existed. The principal thrust of this is for expenditures 
outside the continental limits of the United States, where I don’t think 
the Renegotiation Act has any bearing. They are two different 
sections. 

Mr. Vorys. I will take this up later. I just don’t see the difference 
in relation to the new proposal in the language. 

Mr. Pau. It extends to the program people, the technicians, the 
people paid with program funds, the same right, so to speak, for the 
people paid by administrative funds. 

Mr. Morse. Only overseas. 

Mr. Vorys. Your program funds, not just administrative, are all 
the thousands of technicians under FOA ? 

Mr. Morse. That is right. This is to permit us, as I said—in the 
ECA in previous days we had the authority to waive certain rules and 
regulations which permitted us to alleviate the hardship, both the 
program and administrative people. Last year, through the consoli- 
dation it was inadvertently omitted, and I am sure I can document 
this because we of the executive branch wrote the provision, and nar- 
rowed it beyond what was the extent only to administrative people, 
notwithstanding the program people. We have to furnish housing. 
We have to give them medical relief, just as much as administrative 
people, even more so, because it is the administrative people who are 
on the frontlines. It is important, we believe, that this relief be 
extended to both segments of our people overseas. 

Mr. Gorvon. Will the Director have the power to sign that waiver? 

Mr. Morse. Yes. We make clear that it does not permit us to 
waive laws as to the compensation of personnel. That remains in 
there. We are not asking for any relief in that respect. It is other 
things which we have to do for these people in order to get them to 
serve in these far-off places. This would not permit us to raise their 
salaries. We don’t want that. We never had that. 

Mr. Vorys. After hearing your explanation, I don’t see why we 
have to ignore all the laws and regulations governing the obligation 
and expenditure of Government funds. 

Mr. Morse. We don’t ignore them. ‘We have used this power very 
sparingly. I think we can prove that this has been used only when 
absolutely needed. The few times it is necessary, it is very necessary. 
I think we can prove an administration of caution and prudence on 
this thing. 

Mr. Gorpon. You may proceed, Mr. Paul. 
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Mr. Pauw. The last item, Mr. Chairman, on which we have had 
no direct testimony is an item contained on page 565, or starting on 
that page, which is the United States contribution to the North Atlan- 
tic Treaty Organization civilian headquarters. 

A part of the total request of $3.7 million is for the regular United 
States contribution to the so-called ordinary NATO budget, that is, 
$1,225,000. In addition, this year we are requesting $2,475,000 
for a special NATO building budget, which I will explain very briefly, 
which would bring our total request for this item to $3.7 million for 
fiscal year 1956. 

The NATO civilian headquarters budget for ordinary expenses 
has become relatively stable. The cost to the United States against 
the ordinary NATO budget for 1956, including the cost of United 
States nationals detailed to NATO, is estimated to be $1.225 million, 
us I indicated. The new item is explained, as follows: 

The Mutual Security Act of 1954 authorizes United States par- 
ticipation in sharing the cost of construction of a permanent head- 
quarters building for NATO. This organization is now housed in a 
temporary structure. It was originally built for the United Nations 
(yeneral Assembly session in Paris in 1951, on the understanding that 
it would be dismantled on the completion of that session. The build- 
ing has become structurally unsafe, as well as not wholly adequate 
for NATO needs. The plans for a new building to be erected on the 
site, made available gratis by the French Government, have been 
completed. The cost of the building is currently estimated on the 
basis of architectural plans, preliminarily made, at about $6.2 million. 
‘The United States share under the capital-cost scale is 45 percent, or 
about $2.8 million. 

However, the application of certain credits which the United States 
has accrued in NATO, approximately $325,000, toward the initial 
cost of the building in fiscal 1955 reduces the estimated amount to 
$2,475,000. This is the amount that we have included in the estimate 
for 1956. 

In summary, Mr. Chairman, the ordinary budget item remains 
approximately the same as it has been in prior years, and the new 
item is strictly for the building of the new permanent NATO head- 
quarters to replace the old former U. N. Building, which is about to 
tall down, we are informed. 

Mr. Vorys. This is another matter, isn’t it, Mr. Paul, where you 
are reporting to us but the item has already been authorized ? 

Mr. Pauw. That is right, sir. We have permanent authorization. 
We reported especially this year, Mr. Vorys, because of the new ele- 
ment of the permanent headquarters, which was not true in prior 
years. 

Mr. Vorys. Where are they going to build it ? 

Mr. Pauw. It is a suburb of Paris. 

Mr. Vorys. What is the old building ? 

Mr. Pau. The Palis de Chaillot. 

Mr. Vorys. There was no NATO there in 1951? 

Mr. Pau. No. They moved in 1952. The building has been con- 
mned, in fact. It is a temporary structure. It wasn’t built to last. 
Mr. Gorpon. Dr. Morgan, do you have any questions ? 

Mr. Morcan. No questions. 

Mr. Gorpon. Is there anything more, Mr. Paul? 
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Mr. Pavuu. Mr. Chairman, I don’t have any other items for which 
we are requesting funds. I believe the others have been covered. 

The item of the contingency fund of $100 million which has been 
requested for the President under section 401 of the legislation has 
been covered in written and oral testimony before this committee, 
largely by Governor Stassen. yn 

There is a special section on that fund which I would like to invite 
the attention of the committee to without making any special state- 
ment. It starts on page 583 of the presentation book. 

We had not planned to make any further presentation on that item. 

Mr. Gorpon. Thank you very much, Mr, Paul, for your presenta- 
tion. We will now call the committee into executive session. 

Mr. Vorys. I have just one more question in open session, As I 
understand, the presentation team, except for the matter of agricul- 
tural surplus commodities proposed tomorrow morning, has finished 
their presentation ? 

Mr. Paut. I requested the chairman, Mr. Vorys, at the start of the 
session if he would permit us to go through certain of the provisions 
of the act which, as passed by the Senate, the executive branch would 
like to-urge different action on, and highlight those, although they 
are described very briefly in the aihindadaehoes analysis which we 
have furnished to this committee, 

There are two or three other legislative points which are not covered 
in the bill before you which have come up since these hearings started 
which we would like to have our General Counsel discuss. 

I believe he said we could do that after we were through with the 
surplus commodities, 

Mr. Vorys. | have been looking through your blue book and listen- 
ing earefully to see whether you wanted to volunteer any information 
on the matter of section 505 and section 201 (a), to make any report 
on the matter of loans, and also tell us whether there has been any 
report on the repayment in foreign currencies authorized by section 
505 or repayment in terms for stockpiling. 

For instance, page 14, section 2, shows that you had gotten to $194,- 
500,000 on April 5 and hope to hit the minimum required by law by 
June 30. This being June 16, I wondered what the score was today 
on loans. 

Mr, Pauw. I would be happy to give you a report on that. The loans 
which we have now furnished, I believe $194.5 million is still the correct 
amount. However, there was an additional military sum, $15 million 
of military funds, about which we can go into detail later in executive 
session. 

There is a possibility of an additional $5 million loan to Lebanon, to 
carry out their program this year which we had hoped to be entirely on 
a loan basis. Unless that program is on a loan basis, it will not be 
obligated this fiscal year. So, we will comply with the statute, and 
will have exceeded the statutory minimum of $200 million by June 30 
of this year. 

Regarding the proposal for next year, which involyes—— 

Mr. Vorys. Right there, section 505 is mandatory in language: “of 
the funds made available pursuant to this act’”—being the Mutual Se- 
curity Act of 1954—and foreign currencies made available under 402, 
which I imagine we will be going into tomorrow, “the equivalent of not 
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less than $22 million shall be available only for the furnishing of 
assistance.” 

We have the outline report on page 14, which would indicate that 
all of these loans were negotiated out of funds made available under 
last year’s authorization; is that correct ? 

Mr. Pau. Yes, sir. 

Mr. Vorys. What is the unexpended and unobligated balance out- 
side of military ? 

Mr. Pau. You mean, the end of this fiscal year or the end of last 
fiscal year? 

Mr. Vorys. At the end of this fiscal year. 


STATEMENT OF JOHN MURPHY, CONTROLLER, FOREIGN 
OPERATIONS ADMINISTRATION 


Mr. Murreny. The unexpended balance in total is expected to ap- 
proximate $8.7 billion, of which $6.7 billion would be military and 
approximately $2 billion would be nonmilitary. 

Mr. Paut. The unobligated balance on the nonmilitary is estimated 
at less than $50 million. 

The main elements of the unobligated balance are due to a situation 
in the Far East which I am afraid I am not able to explain until execu- 
tive session. 

Mr. Vorys. It may be that we have arrived at a place where we 
should go into executive session. I did want at the tail end of our 
executive session some information on this matter of loans, in which 
we are so much interested. I am ready to go into executive session. 

Mr. Gorpon. We will go into executive session. 

(Whereupon, at 3:25 p. m., the committee proceeded in executive 
session. ) 

Chairman Ricuarps. We will continue in executive session. 

Mr. Vorvs. Here is a question that a few of us are interested in. 
I was speaking of loans and unexpended balances, Mr. Chairman. 
According to your statement, you have about $2 billion unexpended on 
the nonmilitary side of this business. 

We are not going to hear a long-lead-time story on that, are we? 

Mr. Murrny. No, sir. As a matter of fact, this year’s expenditure 
on the nonmilitary side of the program is expected to run just in that 
neighborhood. We are talking, Mr. Vorys, of approximately 1 year 
of lead time on the nonmilitary side of the program. 

We estimate expenditures during 1955 of $2,149.7 million. The 
exact unexpended balance that we would expect would prevail at 
June 30 would be $1,949.9 million. If expenditures approximate next 
year what they did this year, we would have in effect on June 30 
1 year’s lead time on the program for the nonmilitary agencies. 

Mr. Vorys. Describe a typical obligation under that section of 
the appropriations act that you could have for nonmilitary items that 
would have a year’s lead time. 

If you have a contract at Cornell or the University of Colorado that 
is to run 3 or 4 years, I presume the unspent part of that contract— 
would that be obligated under the law and its requirement ? 

Mr. Mureny. Yes. Under section 1311 we would obligate the full 
amount of the contract obligation when we sign the contract. At 
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the close of the first fiscal year, therefore, you could have in that par- 
ticular item as much as 2 years’ unexpended balance. 

Mr. Vorys. Have you a breakdown on what this approximately $2 
billion of unexpended balance would be like broken down, not into 
enormous detail, but with sufficient detail that a member of the com- 
mittee could tell the type of forward spending you are talking about ? 

We have gone into this at some length, as you know, on the military 
end of it, and are quite familiar with the lead-time items involved 
in actual hardware. 

We know, however, for instance, their training program is pretty 
current. We don’t think they have funds obligated in there for train- 
ing. Could you make a similar breakdown for us and have it here the 
first of the week ? 

Mr. Mourrny. We have it already, Mr. Vorys, by the appropriation 
account. In other words, that in itself gives you some indication of 
the nature of the obligations that are unexpended. 

To give a breakdown, as I think you mean, by commodities or by 
contracts, would be a very detailed and time-consuming job, because 
the accounts on a lot of these activities are decentralized to the posts 
overseas. 

Under the present arrangement, all project-type assistance, for 
example, where the money is to be spent for a joint undertaking of 
the United States and the other countries, which we characterize as a 
project rather than a plain import of a commodity into an economy— 
all those accounts are maintained at the mission level. 

Mr. Vorys. Have you in your office a breakdown of the project 
accounts ¢ 

Mr. Mureny. I think we could give you a summary of the break- 
down of the unexpended balance as between the project-type accounts 
and the nonproject-type accounts. 

We could even divide that down by geographic area for you. 

Mr. Vorys. That would be interesting to me. Have you any idea, 
offhand, percentagewise, how that would break down as to the $2 
billion ¢ 

Mr. Murpny. If you will permit me an esimate, which I couldn’t 
prove, I think it breaks down about 25 percent project-type and 75 
nonproject type in 1955. 

This is the appropriation-by-appropriation distribution of the 
unexpended balances on page 3. 

Mr. Vorys. What would be an example of the 75 percent ? 

Mr. Murrny. The export of a million dollars of raw cotton which 
would be sold into the economy of the receiving country, generate 
in counterpart, which wouldn’t be used for something that you could 
trace and say, “See, that was financed by the United States.” 

The project type, on the other hand, might be a health center in a 
country where we shipped in microscopes, test tubes, medical utensils 
of various kinds. That would be the equipping of a health center, 
a project that would be identifiable as an item that you could see 
physically and would not be lost in the economy. 

Mr. Vorys. I can see and understand the project type and possibly 
the one I mentioned about a contract with a university. That would 
probably be at least a three-way contract with the country involved, 
or with the foreign university involved with the domestic university 
involved. I can see how funds would be obligated for a series of years. 
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When you take up the cotton as an example of what might be 75 

recent, I wouldn’t imagine that you have firm contracts for $1.5 

illion or so of commodities a year ahead of the time that you are 
going to deliver. 

Mr. Mourruy. I didn’t mean to imply that. You take the university 
contract which you mentioned, which would be a 3-year item, and 
you take the cotton item which I mentioned, which would be probably 
at the outside a 5-month item, and you average them out, and in balance 
you get a year’s lead time. 

I don’t mean to imply the commodities in and of themselves would 
generate a whole year’s lead time. 

Mr. Vorys. I wouldn’t think commodities in and of themselves 
would have any very substantial amount obligated where they would 
average a year’s lead time. 

Mr. Murrny. At the end of a fiscal year it wouldn’t be unusual. 
For example, last year our appropriation was enacted on the 3d of 
September, and in a large number of the accounts the amounts actually 
appropriated were less than what had been authorized or requested by 
the executive branch, and we had to go through a reprograming 
exercise in the months of September and October involving consulta- 
tions with the missions in the field. 

We had to go through the Bureau of the Budget and get our fund 
apportioned. It was late in November before the agency was in a 
position to give to the mission directors overseas and others authority 
to incur iemlans in the 1955 program. 

The result is that with more difficulties in some accounts than in 
others, and with loan problems, and the problem of substituting agri- 
cultural commodities in the first instance, or coal, and trying to 
develop triangular transactions which would increase the utilization 
of that kind of commodity in the program, a large number of our 
activities didn’t get authorized for obligation purposes until January 
or February, with the result that June 30 will find us with a large 
amount of that activity authorized from the 1st of January on still 
unexpended, but a lot of that will be expended before the calendar 
year closes. 

In the meantime, we hope there would be new authorizations going 
out before December 31 which would have the effect of increasing the 
pipeline again, so that there would be this balance. 

It is possible that along about the end of October our pipeline would 
be below a year’s authorization. 

Mr. Vorys. Thank you, Mr. Chairman. 

Chairman Ricuarps. Are there any other questions along that line? 
Do you have Admiral DeLany down as a witness this afternoon 4 

Mr. Gorpon. We are now in executive session, Mr. Chairman. 

(Discussion off the record.) 

Chairman Ricuarps. Are there any other questions / 

Mr. Jupp. Mr. Chairman, I missed two sessions last week, and this 
may have been discussed. If so, please stop me. Mr. Murphy, you 
remember the 3 or 4 days we spent last year on the new accounting 
system. What is your present estimate of that? Have things worked 
out as you hoped, or do you still want some reforms ? 

Mr. Mureny. You probably have noted, Dr. Judd, that the execu- 
tive branch again requests that the military assistance funds be author- 
ized on the basis that they would be available until expended. 
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That problem is with us today just as it was a year ago today. 
We are in a position where the military in procuring arms and muni- 
tions under this program, under this new accounting system are 
procuring them from the very same accounts as they use for their 
own procurement. The obligations are recorded against the very 
same accounts as they obligate when they buy for themselves. 

When they do that, they establish reservations against the MDAP 
authorizations. ‘ Until the present these authorizations have only 
been available from fiscal year to fiscal year. So, you might say that 
the services in ordering equipment for MDAP have to rely com- 
pletely on the continued availability of funds which have not been ob- 
ligated in the technical sense. 

Probably the representatives of the Department of Defense could 
give you more specific information. We have not been able, as if 
have been able to observe, to reap the fruits of the system which was 
authorized in section 110 of the Appropriations Act last year. 

You will recall that provision established legislatively for the 
first time a set of criteria which were to be met in order for an item 
recorded on the books of the United Statés to constitute a valid obliga- 
tion of the funds involved. 

That law further required each department of the executive branch 
to review all of its items so recorded last June 30, and determine 
which of them met this criteria, and certify them as valid and deter- 
mine which of them failed in any respect to meet the criteria, and 
either remedy the deficiency within a prescribed period of time or 
else throw them out. 

I understand the Department of Defense has encountered great 
dificulty with that. As of my last word as of yesterday, they still 
had not completed their certification of their outstanding obligations 
last June 30. 

This has meant that a large amount of money which was recorded 
as obligated last June 30 has in effect been frozen and has not been 
usable under the new accounting system. 

When they get over that hump of section 1311, I think they will 
then be in a position to really reap the benefits of this accounting 
system. 

Mr. Jupp. It wasn’t the accounting system; it was that limitation ? 

Mr. Murpeny. That is right. We haven’t a good picture of it be- 
cause it has not been allowed to operate uninhibited because of this 
section 1310 exercise which has given them great pain. 

Mr. Jupp. I wanted to get your estimate of the present situation. 

Mr. Murrny. We would like to see the military assistance funds put 
on the no-year basis. It is somewhat incongruous to have the services 
place an order which will take 20 months to fill and obligating their 
funds and only having a reserve placed against the money which they 
expect to get paid for when the equipment is delivered. 

Mr. Jupp. Have you gotten into any difliculty because of the require- 
ment for reappropriation of counterpart funds? 

Mr. Murpny. No, sir. You are speaking of section 1415 of the 
Supplemental Appropriation Act. No, I wouldn’t say so. That 
has had a beneficial effect on the executive branch as a whole. It is 
the same effect in using these appropriations as in using dollar appro- 
priations. It has led to more careful husbanding of those resources. 
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Mr. Vorys. I would like to ask Mr. DeLany about the British roll- 
ing mills that they are trying to— 

Admiral DeLany. Rolling mills are still on the embargo list. 

Mr. Vorys. The British are trying to get them off. 

Admiral DeLany. (Security deletion.) The item is still on the 
embargo list. Every kind of rolling mill is on the embargo list. 

Mr. Vorys. I didn’t want to ask about it in open session. 

Admiral DeLany. It is a matter that has been under “discussion 
[security deletion] since April of 1953. 

Mr. Vorys. It is on the embargo list and it is under the prohibition 
in the list ? 

Admiral DeLany. Yes. 

Mr. Jupp. Mr. Chairman, I was tied up elsewhere and could not 
be here the morning that Mr. Holland testified. I want to review 
the whole question of our assistance to Bolivia and the program of 
immigration there. We put in a proviso last year authorizing not 
to exceed $800,000 to assist in Okinawan migration to Bolivia. 

If you would rather have me take this up with FOA or the State 
Department directly, or ask*them to furnish something for me, that 
is all right. I must have something on it, because when we get to 
that part of the bill I intend to suggest something like that again; 
400 Okinawans were brought over to Bolivia with money given out 
by our military in Okinawa out of its own funds; $400,000 to bring 
over 400 people. ‘They developed an epidemic and have had a very 
bad time. Some 15 have died. FOA sent a couple of experts down 
there, including doctors. Now they are talking of dividing up the 
$800,000 to put $350,000 into an epidemic center to try to run down 
these diseases which haven’t been diagnosed. The local people ap- 
parently are immune to them. Doubtless the susceptible ones died 
a long time ago, and those who survived did so because they developed 
immunity to the particular disease. 

Most of the remainder should be made available for further immi- 
gration. I have read the big book carefully. It says in the prose 
that there is a very limited sum to be available for a small program 
of migration to Bolovia, and so on. It is planned as a part of the 
overall agricultural development program. When you get to the 
dollars and cents, nowhere does it appear. 

They are planning $10 million for agricultural imports into Bolivia 
and $6 million for industrial imports, coal, machinery, and vehicles. 
Machinery won’t do much good without people. The Bolivians want 
to work in the tin mines, not in the fields. These Okinawans are 
good farmers. In the long run, this migration program will reduce 
the pressure on the Okinawan population ; and it will help Bolivia 
to become more self-sustaining in food, so that we would not have 
to appropriate so much each year to ship grains and other food down 
there. 

I haven’t been wholly happy about the enthusiasm or lack of en- 
thusiasm demonstrated on this program, although I have nothing 
but commendation for the efforts made to deal with the epidemic 
when it broke out. 

I would like to have information on this question before we get 
into the bill. Can you deal with it now? 

Mr. Pau. I cannot, but I will get it before Monday. 
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ForREIGN OPERATIONS ADMINISTRATION, 


Washington 25, D. C., June 17, 1955. 
Memorandum. 


Subject: Funds for immigration of Okinawans to Bolivia. 


In compliance with Representative Judd’s request transmitted to me by Mr. 
Norman Paul the following information is supplied on the above subject. 

The authority for the use of up to $800,000 of the funds made available under 
the Mutual Security Act of 1954 for the purpose of facilitating the movement of 
Pacific islands people to Latin America has not been used during fiscal year 1955 
Plans are now being made to use part or all of the funds so authorized early in 
fiscal year 1956. 

The difficulties encountered by the 400 Okinawans who arrived in Bolivia during 
August and September of 1954 made it impossible to effectively utilize the funds 
provided by the special proviso. Until such time as the health handicaps faced 
by the immigrants were overcome it was not considered advisable to obligate 
more funds for the purpose of transporting additional Okinawans to Bolivia. 
The difficulty in diagnosing the disease affecting the Okinawans in Bolivia and 
the isolated and undesirable location in which they had been settled upon arriving 
in Bolivia made it impossible to program intelligently additional funds to assist 
those Okinawans who had arrived in Bolivia in the fall of 1954. 

Plans have now been completed for the movement of the Okinawans to a more 
suitable location within Bolivia and funds are being programed for the purchase 
of equipment to be used by the Okinawans in the new location in Bolivia. An 
investigation is now underway to determine the desirability of utilizing a portion 
of the $800,000 for the purpose of establishing an epidemiological research center 
in Bolivia to cope with future disease outbreaks among the immigrants after 
they arrive in Bolivia. It is expected that sound plans can be developed for such 
a control center within the next several months. I believe that Congressman 
Judd is familiar with the preliminary plans regarding such a control center. 

During the fiscal year of 1955 the immediate needs of the Okinawans in Bolivia 
were met by expenditure of counterpart funds and by the use of dollar funds 
provided Bolivia under the development assistance funds appropriated for Latin 
America in the Mutual Security Act of 1954. Technical cooperation funds were 
used to provide technical advice to the colonists and to assist in attempting to 
diagnose and assist in controlling the epidemic of the still undiagnosed disease 
that affected the colonists. 

At no time during the year did it appear that the use of the additional money 
available under the special proviso would improve the lot of the Okinawans in 
Bolivia nor was it considered desirable to obligate funds for the movement of 
additional people into Bolivia from Okinawa. 

It has been our understanding that the authority as set forth in the act of 
1954 is a continuing authority and that funds can be drawn from the 1956 appro- 
priation under the same authority. I should like to assure Congressman Judd 
that the nonobligation of funds to date does not indicate a lack of enthusiasm 
for this program but rather indicates a desire to use the funds in a manner that 
will insure success of the program. We believe that we are on the right track in 
our present plans to set up the necessary facilities for the diagnosing of disease 
and for supplying the colonists with the equipment needed in their new location. 
Further, we believe that this assistance will make it possible to reopen the 
program for the movement of Okinawans to Bolivia. 

It is expected that all of the $800,000 will be used in fiscal 1956 with half or 
slightly over half of the funds being used in Bolivia to facilitate the establishment 
of present Okinawans in that country and the preparation for additional immi- 
eration, with the remainder of the funds being used for transportation of other 
Okinawans into the country. 

I hope that the above gives the information your committee desires. I shall be 
glad to discuss any of the details for future plans with any of the committee 
at their convenience. 


Mr. Jupp. Here is a case where a little amount of aid could get 
people into Bolivia to increase agricultural production. 

Yet $16 million, $7 million more than last year is requested for 
products of our own industry and agriculture rather than for people 
who will go in and help them produce more food and goods. It will 
be another case where our machinery will rust and be wasted unless 
there are people there to use it. You will tend to that ? 
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Mr. Pau. Yes. 

( Discussion off the record.) 

Mr. Murrny. It isin here by area. 

Chairman Ricuarps. Particularly the Near East. Have you in 
there what every Arab State has gotten and what Israel has gotten! 

Mr. Vorys. We have had an expert witness before us who yesterday 
said it was $73 million for Israel in fiscal year 1953, $63 million in 
1954, $40 million in the current fiscal year, and I am informed he says 
in the new program the amount will be even less. 

Chairman Ricuarps. An expert witness? A Department witness! 

Mr. Vorys. No. 

Chairman Ricwarps. I will need a little supplement to that. 1 
would like an authoritative breakdown. 

Mr. Pau. We have it. We will have a copy for every member of 
the committee. It goes through country by country on the nonmilitary 
stuff, and by area on the military. 

Chairman Ricwarps. It is a country breakdown ? 

Mr. Pau. Since 1945. 

Mr. Burtxeson. In connection with the Middle East, I am sorry | 
was not here the other day when Mr. Jernegan testified. It was im- 
possible for me to be here, and I have not looked at the record, but it 
seems to me there is something lacking in connection with these ques- 
tions you have raised. 

If the chairman would agree, I would like very much to know several 
things which I do not know at this time. For instance, I would like to 
‘now the military capabilities of the Arab nations, both defensive and 
offensive, and that of Israel. 

Chairman Ricwarps. Do we have a military man here today ? 

Mr. Paut. No. 

Mr. Burtexson. I would like to know something of the capabilities 
ut the present time, the number of men under arms, the reserves of 
each, and so forth. I would also like to have some information with 
respect to contributions from private sources in this country to foreign 
governments. Definitely as to whether or not those contributions are 
tax free and are deductible items as philanthropic contributions. 

Mr. Pavt. To take the latter point first, on the contributions by 
private organizations, we have compilations of that, I think, for some 
countries. I recall from my own experience we made a compilation in 
the case of Israel, because that was a very important part of their eco- 
nomic backing. Whether we could get any meaningful kind of state- 
ment all over the world, I would have to check. 

As far as United States private contributions, I think, are con- 
cerned, it is negligible. We have a lot of detail on what CARE has 
done, the Ford Foundation. 

Mrs. Borron. I understand Mr. Burleson was particularly inter- 
ested in the Middle East. 

Chairman Ricuarps. You meant the Middle East? 

Mr. Burreson. Yes. I will confine my request to individual eon- 
tributions to the various agencies which are supporting those 
governments. 

Chairman Ricuarps. You say you have some figures on Israel. Do 
you have that? 

Mr. Pau. I remember in the hearings last week 

Chairman Ricwarps. Could you furnish us with those figures? 
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Mr. Pauw. The private contributions to Israel ; yes, sir. 

Chairman Ricwarps. Do you know if those contributions are tax 
exempt or not? 

Mr. Pauw. Didn’t we have a round on that last year, Mr. Burleson ? 

Mr. Burieson. Yes. 

Mr. Paut. I think we had an answer. 

Mr. Buruxson. I don’t think we had a very definite answer. 

Chairman Ricnarps. We are just preparing to go on the floor of the 
House. The question about the military aid to the Arab States will 
come up i this year—the relative strength, the danger of the 
thing. I think it would be well to have that, if you can give us the 
figures. 
( Discussion oft the record, ) 

Mr. Burveson. And definitely if they are tax exempt. 

Mr. Pauu. This is with respect to the testimony last year, Mr. 
Burleson: 


Mr. Burteson. I understood they recently made an application for another 
loan of $100 million. 


I said: 


They had made application, I believe, a little over a year ago, for a loan that 
would, in effect, accomplish what they themselves have accomplished through 
this refunding operation of theirs, and the loan was turned down. 

Mr. BurLeson. When you say “refunding,” is that the bond sale? 

Mr. Pau, No, sir; this is the problem of getting pledges from the Jewish com- 
munity in the United States in allowance of the time when their regular contri- 
bution to the United Jewish Appeal might be made, in order that the cash 
might be made available in advance so they could eover their short-term debt 
obligations. They had a short-term debt of, I believe, $110 million, the pay- 
ments on which. had to be met day by day, and week by week, which prevented 
their doing any long-range planning. They applied to the United States for 
assistance through an Export-Import Bank loan. As I say, this was over a year 
ago, in my recollection, and it was turned down. 

Mr. BurLeson. That reminds me that the subeommittee recently asked the 
question if the contributions from this country to Israel were tax-exempt. Have 
the courts held that such contributions are a deductible item from income tax; do 
you know whether that is true? 

Mr. Pau. Yes, sir; they have held that it is. 

Mr. BuRLESON. The Internal Revenue Service, as I recall, held qriginally that 
it was not and the courts later determined that it was. 

Mr. PavuL. They obtained a recent ruling. I don’t know what the past rules 
had been, but a recent ruling, when they are carrying on this big refunding 
drive, before anyone would contribute, they wanted assurance on that point, 
and they did get a ruling from the Internal Revenue Service. 


Mr. Burtzson. I saw a newspaper article about 2 weeks ago which, 
as I recall, set a goal of about a billion dollars to be collected in this 
country for Israel during the current year. I believe the report indi- 
cated that about $378 million had been raised at this point. I would 
like to know about those contributions. In addition, I think we 
should know into what fund it goes and for what purposes it may be 
used. : As I recall, I believe there was testimony in the past that it 
went into a general fund and it could be used for any purpose, military, 
economic rehabilitation, or what not. 

Mr. Paut. I am sure in the United Jewish Appeal, the dollar funds 
ure turned over to the Government of Israel generally and local cur- 
rencies are made available by the government for resettlement and 
other civil and economic purposes. There are a whole series of fund 


drives in addition to the bond drives. We can get information on 
that. 
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Mr. Burteson. The bonds likewise were in a central fund exclusively 
for reconstruction ¢ 

Mr. Pauw. In their bond drive itself they used examples of what 
kind of projects were in the development plans. 

Mr. Burieson. Are the bonds secured by property to be created ? 

Mr. Paut. I think it is just the general credit-worthiness of the 
Israeli Government. 

Mrs. Boiron. Would it be possible for us to know something of the 
amount of money that goes into the military of Egypt and of Israel, 
to see what proportion of their funds they are using for their military ? 

Chairman Ricnarps You mean their own money ? . 

Mrs. Bouron. Yes; what percentage of their budget goes into their 
military setup. Iraq,also. That is one of the questions that is being 
asked us now and may well be on the floor. 

Mr. Pauu. We have some of that in the basic data table. We can 
summarize that. 

Mr. Vorys. In the off-the-record discussion and testimony there 
was a mention of the German indemnity money which is supporting 
the Israeli budget, but in the public sheets that was not mentioned. 
I think it would be helpful to have that. That is not secret. That 
makes a substantial difference in the state of their budget. 

4 Mr. Pavt. $55 million the first year, a big item. We can get that 
ata. 

Chairman Ricwarps. Last year we had for the record a list of the 
military expenditures of certain countries. I wouldn’t think that 
anything that was classified last year in the bill would apply now. 
That is past. We can quote any figures we want from any country 
now ; can we not ? 

Mr. Morrny. The figures that were unclassified last year, Mr. 
Chairman, were the proposed levels of aid for the year covered by 
the bill. If you recall, there were no published figures on what 
had been extended up to that time. It is when they get a cumulative 
picture that the Department of Defense feels it becomes helpful to 
them. 

Chairman Ricnarps. That is right. That is all past now. I don’t 
know what the rule about that was, but it is unclassified now so far 
as the past is concerned. 

Mr. Morruy. No; it is the other way around. What we did last 
year is that we told you of the amount we were requesting, how much 
we thought might go to various countries. We refused to declassify, 
if you recall, what had previously been extended to those countries 
because to put the two together gave information which I understand 
the Department of Defense thought might be of value to the enemy. 

Chairman Ricuarps. The past figures were classified ? 

Mr. Mourruy. Yes, sir. 

Mr. Donovan. Are those figures actual hardware in military aid 
as such ? 

Mr. Morpuy. Yes. 

Mr. Donovan. You are not talking about economic aid? 

Mr. Murruy. No; just hardware. 

Mr. Vorys. You say nothing is asked for NATO countries either 
military or economic this year; isn’t that right? 


Mr. Pavut. None for the NATO powers in Western Europe, Greece, 
and Turkey. 
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Mr. Vorys. Is there still economic aid going on? There are still 
military deliveries being made out of the $6 billion. Is there any 
economic aid out of past money going to the NATO powers in Europe? 

Mr. Murpuy. Yes, sir. As of this June 30, it is several hundred 
million dollars. It is between $300 million and $500 million. I 
could get the projection of what that figure would be. That is down 
substantially. Last June 30, I believe, it was close to three-quarters 
of a billion dollars. A lot of that aid disgorged during this year, 
and I think the figure is now under the $350 million mark, that is 
aid financed from 1955 and prior funds. 


Chairman Ricwarps. Does anybody want to ask Admiral DeLany 
any questions? 


STATEMENT OF VICE ADM. WALTER S. DeLANY, UNITED STATES 
NAVY (RETIRED), DEPUTY DIRECTOR, MUTUAL DEFENSE ASSIST- 
ANCE CONTROL, FOREIGN OPERATIONS ADMINISTRATION 


Admiral DeLany. I have a group of charts and individual charts 
that I can present to the members. 
Chairman Ricuarps. You were not a scheduled witness? 


Admiral DeLany. I think not, except I understood in the budget 
presentation: 


Chairman Ricuarps. Do you want to put your statement in the 
record ? 

Admiral DeLany. I would prefer to do that. 

Chairman Ricwarps. Without objection, Admiral DeLany’s state- 
ment will be placed in the record at this point. 

(The statement referred to is as follows :) 


With your concurrence, I think it might be well if I reviewed briefly for you 
what has happened in connection with the control of strategic trade with the 
Soviet bloc since our last presentation. This excludes Communist China, of 
course, because there have been no significant changes in the control of trade 
toward that area. 

Before I review the new developments, perhaps I could make a short state- 
ment about the program itself. 

First of all, the control of strategic exports from the free world to the Soviet 
bloe is an international program. This important fact provides the clue for 
much of what we do in this field. If one country controls the shipment of 
certain available strategic materials, but if the Communists can get all they 
need of these same materials from other countries, then the first country’s 
controls have not been very useful. 

Since 1949 a group of important industrial countries have worked together 
to coordinate their controls. At that time they formed an informal group 
known as the Consultative Group, which had its first meeting in January 1950. 
This group is presently composed of 15 countries with a permanent staff. The 
day-to-day discussions are carried on by two subordinate committees; the Co- 
ordinating Committee, or COCOM, and the China Committee, known as 
CHINCOM. This committee structure, located in Paris, is, of course, only in- 
— and coordinating. It does not legislate for the sovereign countries that 
take part. 

In the United States, the policies on East-West trade and on economic defense 
of the Nation are not set by any one Government agency. 

Actually, a number of agencies have important functions in the program. 
The major policy is set by the President and National Security Council within 
the legislative framework established by the Congress. 

: Last year the assistant Secretary of State for Economic Affairs summarized 
United States policy on East-West trade by listing four general principles on 


Which this policy rests. Those principles prevail today, and I should like to 
restate them. 
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1. The free nations will not furnish a potential aggressor with goods which 
directly and materially aid its war industry and military buildup. 

2. The free world may derive a net security advantage out of some Hast-West 
trade. 

3. Security export controls should be applied on a selective basis, except in the 
case of military aggression, when a policy of complete embargo may be in 
order. 

4. Mutual security can best be advanced by the continued increase in the 
political, economic, and military strength and cohesion of the free nations rela- 
tive to that of the Soviet bloc. 

I should like to add particular comment to this last principle that I have 
just stated. The reason why I am interested in stressing this idea is that it is 
one of the most perplexing aspects of our program. Trade controls pose impor- 
tant economic, financial, and political problems in the countries that cooperate 
with us. 

It is well to remember that in talking trade controls with our partieipants 
we are talking about their trade—and when we do so, we must consider and 
respect their sovereign rights to deal with their own problems as they see 
them within their own national interests and when taken in connection with 
the broader security interests of the free world. 

One of the principal parts of our legislative framework for this control of 
trade, as you of course know, is the Mutual Defense Assistance Control Act, 
usualiy known as the Battle Act. This is now administered by the Director of 
the Foreign Operations Administration, with the advice of an Economic Defense 
Advisory Committee composed of 10 Government agencies. It is in my capacity 
as FOA Deputy Director for Mutual Defense Assistance Control that I am 
testifying here today. 

The Battle Act was adopted in October 1951, and became fully operative in 
January 1952. It has no termination date. The act reinforces the international 
system of trade controls which was already in existence before its enactment. 

The statute provides, among other things, that United States aid shall go 
only to countries that cooperate in such controls. It has been administered as 
intended by Congress, with awareness of other countries’ problems and of the 
need for building up free-world strength and unity as well as impeding the 
buildup of military power of the Soviet bloc. 

The United States Government and its allies have controls over East-West 
trade for security reasons. In general, we want to see more trade in nonstrategic 
goods all over the world. We believe that such international trade is good. 
It is a means by which the peopies in different climates and conditions can 
share their labor and resources and raise their living standards. Some countries 
depend on it for their existence. All countries can benefit from it. This Govern- 
ment stands for a general lowering of barriers to world commerce, as you know. 

What = am saying is that we are not engaging in the exercise of controls 
for controls’ sake. The control of strategic exports to the Soviet bloc in the 
interest of national security is a compelling reason for interfering with free trade. 
These free-world strategic controls are a matter of self-defense. They are essen- 
tial to economic defense, just as military bases, planes, and ships are essential 
to military defense. 

It would not be reasonable, therefore, that the free countries permit ful! 
freedom of trade with the Soviet bloc. 

Trade is not a gift to either party. Shipments from the free world have to he 
paid for in Soviet goods or gold which the free-world countries can use in their 
own economies. 

We who live with this strategic control program are not under any illusion 
that Western trade controls—even a total blockade—could cripple the Sovict 
Union or prevent its miiltary buildup. The most that can be said is that strate. 
gic controls retard this buildup. 

East-West trade—and we use this term to mean trade between any part 
of the free world and any part of the Soviet bloc in Europe and Asia—is only 
about 2 percent of total world trade. Althongh this trade can be important in 
certain goods and under certain circumstances, it would be a mistake to ex- 
aggerate the importance of East-West trade, either to the East or West. 

It is necessary to realize, however, that the major free-world countries, most 
of which are more heavily dependent on foreign trade than the United States, 
are desirous of expanding their nonstrategic trade in all directions. Assuming 
that the necessary security safeguards are present, the free-world countries 
take the view that there are positive advantages to their own economies to be 
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had in East-West trade—as well as other trade—and they also are anxious to 
keep open all paths that might lead to a sounder basis for peace in the world. 

Therefore, the free world does not consider East-West trade as bad in itself, 

The United States Government generally shares this view with other friendly 
governments. 

Iree-world strategic controls mean cooperating countries do not ship any arms, 
ammunition, or implements of war to the Soviet bloc. 

They do not ship atomic-energy materials. 

They embargo about 170 other items which would make a significant contribu- 
tion to the warmaking potential of the bloc. 

At this point allow me to note that the repeated references to “items” should 
not be construed as meaning individual articles or single units. “Items” as used 
by those of us involved in this control operation refer to all those individual 
units which fall within a particular definition. 

For example, in the chemical category an item listed as a type of hydrocarbon 
may in reality include within the definition a list of over a dozen or more complex 
chemical compounds which fall into the same family. An item in the metal- 
working-machinery category is described as “machines and equipment specially 
designed for manufacturing arms, ammunition, and implements of war.” That 
is one “item,” but it covers as many as 20 different machines. 

In addition to the embargo items, certain other goods, of somewhat less 
strategic importance, are quantitatively controlled. That is, they are allowed 
to be shipped, but only up to certain quantities. Still other goods are listed as 
“surveillance.” That is, shipments are watched closely and can be restricted 
promptly if necessary. 

We have provided detailed explanations of these matters and many other 
aspects of the United States economic defense program in the series of semi- 
annual Battle Act reports which have been sent to the Congress. The last three 
were issued in September 1953, May 1954, and November 1954. 

Another one of these reports now is in printing. It is to be issued soon. 

I believe you are familiar with the fact that as of August 1954 there has been 
a reduction in the number of items under control, and I would like to inform 
you of that matter. 

Later in 1953 the executive branch approved an economic defense policy which, 
although similar to the previous one in that it requires continued control—selec- 
tively of strategic exports to the Soviet bloc, nevertheless took cognizance of 
cbanged conditions since the former policy had been approved. 

Again I emphasize that this change in direction, without really altering the 
basic economic defense policy, applied only to shipments to the U. S. S. R. and 
its European satellites. No change was made on the China control lists. 

Changes leading to the requirement for a new look at our program included: 
Improved economic conditions in the free world relative to the bloc; increased 
production in the free world and the emergency of a buyers’ market; the fact 
that certain items under control had decreased in strategic significance; the fact 
also that some items had increased in strategie significance because of new 
developments in technology and science, or because of new evidence as to the 
use which was being made of the item in the bloc; and the necessity for gearing 
the international program to a long-haul concept, that is, to the likelihood of 
a period of cold-war conditions with the threat of war being ever present but 
probably less imminent than it had seemed when the control lists were first 
drawn up. 

Under the concept of the new direction and with new directives approved by 
the President, the agencies of the Government which cooperate in the imple- 
mentation of economic defense policies—primarily State, Defense, Commerce, 
CIA, and, of course, the Mutual Defense Assistance Control Office of the Foreign 
Operations Administration—set to work to study the lists of items under control. 

This was done in a careful and systematic manner where in task groups of 
different agency representatives, including specialists in the respective items, 
were set up to review the items within the broad categories under control. 

I might add that there were over 400 of these items under embargo, quantita- 
tive control, or surveillance. Of course, as I said, other and new items which 
warranted attention had to be studied also. 

While this was going on within the United States, certain countries which 
participated with us in this control effort came to similar conclusions about the 
necessity for an overhauling of the lists. 
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The time came, therefore, in early 1954, when it was necessary to refer the 
question of revision of the existing international lists to the consideration of the 
international control group which I have already mentioned to you. 

As a part of the preparation for consideration within the multilateral infor- 
mal committees, a high-level trilateral conference was held in London at the end 
ef March 1954, with the United Kingdom, France, and the United States in 
attendance. In that meeting a recommended set of criteria was drawn up to 
provide a basis for determining the status of each item under consideration. 

The conclusions of this trilateral conference were later presented to and ac- 
cepted by the consultative group, which we call the CG, and a procedure was 
agreed upon for a detailed multilateral review within COCOM. The other work- 
ing committee, CHINCOM, was not involved in this because the nations specifi- 
cally determined that controls over shipments to Communist China would remain 
at the existing levels, which of course were already much more extensive than 
controls applying to the European Soviet bloc. 

As was done unilaterally by the United States Government, so within the 
COCOM working group each nation assembled its best technicians who studied 
every item on the lists with a view toward determining its future status. After 
® months of careful study COCOM finally presented its proposed revised list to 
the consultative group, which had been called into session to consider the 
results of the review. I might add that many bilateral discussions and confer- 
ences both inside and out of the COCOM structure were necessary to resolve 
certain questions. 

The consultative group met, as I indicated, in late July and approved the new 
control lists developed by the working group, and it was agreed to make the lists 
effective on the 16th of August. Even then the control of certain items could 
not be resolved and as a result their previous status or degree of control remains 
in effect. 

One of the most important aspects of the entire proceeding was the substan- 
tial tightening of the controls which were to remain in effect on the most im- 
portant commodities. Illegal trade has always been recognized as a serious 
problem. We have constantly had it in mind and have worked to improve en- 
forcement of controls. I am sure that you will agree that merely having items 
on an embargo list is not very useful unless the controls are well enforced. 

Therefore, as a part of the entire package at the time of revision, all of the 
15 participating countries agreed to put in effect the necessary supplementary 
regulations which would bring about an improvement in enforcement. 

Following this important agreement, it took several months to work out the 
regulations in detail. Administrative and legal problems within several of the 
participating countries had to be resolved. 

Finally, in January of this year, all of the countries which had not previously 
done so put into operation controls over transactions and also controls over 
goods in transit. 

Transaction controls are designed to prevent evasions of export controls by 
prohibiting sales of embargoed goods to the Soviet bloc by residents of free-world 
countries even though the goods are not actually in the free-world country and 
thus are not subject to its export controls. 

Transit controls are designed to prevent the diversion to the Soviet bloc of 
embargoed items ostensibly bound from one free-world country to another. 
A coordinated system of transit controls for all participating countries went 
into effect January 16, 1955. 

These supplementary regulations were highly desirable, and their adoption 
culminates a long period of negotiations among the participating nations each 
of whom, as I said, had to reconcile them with their own national problems. 

It will not, of course, ever be possible to prevent such 'illict trade 100 percent. 
But the new arrangements certainly put the free-world countries in a much bet- 
ter position to combat illegal trade than they were at the time when we testified 
before this subcommittee last year. 

One of the most important results of the revisions of 1954 was that the unity 
and voluntary cooperation of the 15 countries emerged intact. Of course, these 
are always likely to be friendly differences of opinion on various questions, 
but the area of agreement in this group of governments is remarkably broad, 
and it is essential to the control program that the countries continue to work 
together, rather than going their different ways. 

Concerning the items that remain under control, let me say first that no coun- 
try got exactly what it wanted. The United States preferred to see more items 
embargoed. Some other countries preferred fewer. But when the new lists 
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were agreed upon we felt that not only had this country’s security objectives 
been substantially met, but that the relative strength and unity of the free 
world had been preserved. 

The agreement met with the concurrence, not alone of the Mutual Defense 
Assistance Control Office in FOA, but also of other interested agencies in the 
Government—State, Defense, and Commerce in particular. 

There was no reduction in the list of embargoed munitions or atomic energy 
materials. As for the other embargo items—the industrial and transportation 
materials—the international embargo list was reduced from about 270 items 
to 170. This was the net reduction. Actually a number of items were added. 

The international quantitative control list was reduced from about 90 items 
to about 20. And the “surveillance” list had a net reduction of from about 100 
items to about 60. ; 

Thus far I have been speaking of what we call the international lists, accepted 
as minimum levels of control by the participating countries. In addition to 
those lists, as you know, the Battle Act requires that lists of commodities be 
determined and continually adjusted to current conditions on the basis of in- 
vestigation and consultation. 

Besides the review of the international lists, which, as I have said, was car- 
ried out with the full participation of the United States Government, it became 
incumbent on us to take a look at the items appearing on the Battle Act em- 
bargo lists. ; 

This was done, together with the other agencies of the Government which I 
have previously mentioned. In accordance with the law, the Battle Act list 
was adjusted to current conditions, and a revised list was developed and sub- 
mitted to the six committees of the Congress which are named in the Battle Act— 
including the House Committee on Foreign Affairs—on the 25th of August 1954. 

Again the list of munitions and atomic-energy items was generally left intact. 
These are the items which, if shipped to the Soviet bloc by a country receiving 
aid from the United States, make termination of aid mandatory. 

We now have 194 items on the title I, category B embargo list under the 
Battle Act. These are the items, which, if shipped, make the question of con- 
tinuation of aid a matter for determination by the President, based on whether 
or not the cessation of aid would be detrimental to the security of the United 
States. 

| inally, we have 88 items on our title II list under the Battle Act. These are 
items which require the cooperation of aid-recipient countries in the control of 
such goods in order that the United States shall continue the aid. Concerning 
these items, this Government satisfies itself that the other countries are engaging 
in a cooperative effort to take what steps appear to be necessary for security. 

As relates to the exports of Battle Act embargo items which have actually 
taken place under unusual conditions, there have, of course, as you know, been 
certain Presidential determinations to continue aid to countries. So far these 
determinations have involved shipments on the general order of about $17 million 
worth—none of which were munitions or atomic-energy materials. 

Of these shipments about 75 percent have been what we call prior commitments. 
That is, commitments that had been made by the shipping countries before the 
Battle Act embargo list went into effect early in 1952. Those shipments, of 
course, constitute only a tiny percent of total exports to the Soviet bloc in the 
years since the act went into operations. For example, the total value of all 
exports of all kinds from the free world to the Soviet bloc was about $1,700 
million in 1954 alone. And this, I might add, was itself small compared with 
total world trade. 

Now the question naturally arises, “What has been the result of this review 
of strategic items, in terms of actual trade between the free world and the 
European Soviet bloc?” 

As I said, the new commodity lists became effective on August 16, 1954. 
Reports of trade since that time are not conclusive, so far as the relation to the 
changes in controls is concerned, but certainly it can be said that no spectacular 
expansion of East-West trade has taken place since last August. 

In fact, the Soviet bloc bought considerably less from the free world as a 
whole in the second half of 1954 than it had bought in the first half. As expected, 
East-West trade in the whole year 1954 did increase moderately, compared with 
1953, but this was clearly due to the fact that the rising trend which had begun 
in 1953 continued upward in the first half of 1954 before it began to level off. 

Taking everything into consideration, it would seem clear to say that the 
controls have operated within their intended concept. We know that these 
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strategic trade controls cannot prevent the buildup of a military machine, but 
we are equally certain that they can retard such a buildup. 

Now, a tew words about the China trade. You know that the United States 
does not ship any commodities at all to Communist China. Most of the other 
important free-world trading nations have not followed our lead entirely in this 
respect. But they do maintain much more extensive controls on shipments to 
that destination than on shipments in the European Soviet bloc. 

To illustrate this, I should like to point out that all of the items on the old 
and new control lists applying to the European Soviet bloc—embargo, quanti- 
tative control, and surveillance, are embargoed by the group of countries to 
Communist China. Besides, there is an additional list of items embargoed to 


China which do not appear on any of the various lists applying to the bloc in 
Europe. 


Iree-world shipments to Communist China have decreased, according to the 
latest trade figures available to this Government. Our preliminary estimate for 
1954 is that free-world nations exported about $285 million worth of goods 


to the Communist Chinese, as compared with $288 million in 1953. In 1950 
the amount was $452 million. 


Free-world countries other than the United States imported $372 million 
from Communist China, in 1954, according to the preliminary estimate, a 


sizable drop from the $434 million in 1953. These imports amounted to $525 
million in 1950. 


Again I emphasize that the internationally agreed controls on exports to 
Communist China have not been relaxed. 


We are always happy to testify before this subcommittee, which takes a 
special and continuing interest in East-West trade controls within the broader 
context of United States foreign policy. Anytime we can furnish information 
leading to a better understanding of the Government’s policies and activities, 
we shall certainly be more than ready to do so. 

Admiral DeLany. I have attempted to get together a group of 
charts that I thought might be progressively presented to you, if I 
could give you a verbal presentation. I have attempted in the first 
chart to outline the International Organization for Strategic Trade 
Controls, which, as you know, exists in Paris. The countries are listed 
on there. The organization is shown in that, the top-level group, 
called the consultative group, which is represented at a ministerial 
level, meets infrequently, nee # when real questions cannot be resolved 
in any one of the working committees, which is shown as the Coordi- 
nating Committee, which controls the trade to the European-Soviet 
bloc, and the China Committee, which controls the trade toward Com- 
munist China and the Far East and Communist bloc. 

There is a permanent secretariat attached to that organization, and 
the two Committees of COCOM and CHINSOM do the day-to-day 
work of all the separate items that come up constantly as they relate 
to matters of definition, and so forth, on trade control. 

In the next chart I have attempted to show what is the structure of 
the Economic Defense Advisory Committee, mentioning the agencies 
of the Government that are members within the EDAC structure, 
which is the committee which I chair. Then, if you will draw an 
analogy, that would correspond to the CG on the other chart which I 
have shown, and beneath that is the Executive Committee on which are 
represented the five principal coordinating agencies. It is the day-to- 
day working group. They refer matters of policy, and so forth, to the 
EDAC. 

I have given you a breakdown of the committee structure. I should 
simply like to point to one there on the left called the Joint Operating 
Committee. That is a coordinating committee which exists between 
the Department of Commerce and the EDAC. They have a special 
committee over there, the Advisory Committee for Export Policy, 
which relates to the export control policies of the United States. 
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In order to retain complete coordination between United States 

licy and the international control policy, we have provided that 
Foint Operating Committee, which insures liaison and coordination 
between United States and international controls. 

In the third chart I attempt to show that we are talking about 2.2 
percent of the total free trade of the world when we talk East-West 
trade. You will note the total trade in 1954 approximated $156 billion, 
whereas free-world trade with the Soviet bloc approximates $3.5 bil- 
lion, or about, as I say, 2.2 percent. 

Mr. Apair. Is that within each bloc? 

Admiral DeLany. That is the total Soviet. bloc. 

Mr. Apatr. Within itself? 

Admiral DeLany. Yes, sir. 

Mr. Apatr. And not trade—— 

Admiral DeLany. Between the free world and the total bloc. 

Mr. Aparr. It is not internal trade? 

Admiral DeLany. No, sir. Internal trade within eastern European 
areas amounts to about 80 percent of the trade. Between China and 
this bloc it amounts to about 80 percent of the China trade. This chart 
presents the proportion of free-world trade with the bloc. It does not 
involve intrabloc trade. 

Mr. Vorys. Could you give any guess as to what the illegal trade 
would be? Would that double the figure? 

Admiral DeLany. No, sir. 

_ aah Have you ways in which you could give a guesstimate 
on that 

Admiral DeLany. I could refer to a specific item. You know cop- 
per is a terribly sensitive item. 

Discussion off the record.) 

dmiral DeLany. As a percentage of the overall trade, I am afraid 
I can’t give it to you. I have never evaluated it from that particular 
point. I don’t think we have a complete enough breakdown to give 
you that kind of percentage figure. 

Mr. Donovan. About 2 weeks ago up in New York I ran into a 
German in a restaurant who is engaged in trade, as he calls it. There 
was a little loose talk on his part. He intimated rather strongly that 
there is a considerable underground trade going on between the ports 
of Hamburg and Russia, and the Russian satellites. 

Admiral DeLany. I think I mentioned before, sir, that in January 
of this year the participating countries that are included in this group- 
ing here did pass tighter enforcement controls. One of those was this 
transit trade provision, which requires that any country which au- 
thorizes a shipment of a controlled item to the bloc, must identify that 
shipment with what we choose to call a transit authorization certifi- 
cate, which identifies the article. Any embargoed article that is not 
accompanied by that certificate is not yet transshipped. I think 
it is that act on the part of the participating country that is going to 
do quite a bit to cut down illegal trade. 

In the next chart I think all of us are interested in the amount of 
dollar value of shipments that have been determined under the Battle 
Act. You will notice as of this presentation, which includes the 1955 
determination, about $17 million of shipments have been made, and 
the President has determined that aid shall continue. I should also 
like to invite your attention to the figure on the right-hand column, 
which shows that 78 percent of those shipments had been made under 
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what is an accepted expression of prior commitments. “Prior com- 
mitments” mean that the shipments were incident to a trade agreement 
that was entered into between countries before the Battle Act was 
enacted ; 78 percent of that trade is within that provision. 

If you will refer to the next chart, and look at the black lines, you 
will note that our summation covers 1952, 1953, 1954, on the previous 
presentation, and if you look at 1952, 1953, and 1954, you will see about 
$4.5 billion worth of exports that have been made from the free world 
to the bloc. So that this $17 million is quite a small percentage of the 
total. 

Mr. Vorys. You say, “Battle Act determination.” Does that mean 
violations of the Battle Act? 

Admiral DeLany. No. This is within the provision of the act that 
requires that the President shall determine that aid should be con- 
tinued in the interest of the security of the United States. 

Mr. Vorys. Trade which would otherwise require a stopping of for- 
eign aid is permitted ? 

Admiral DeLany. I don’t mean permitted. I mean it is taken 
cognizance of through the Presidential determination. The countries 
report their shipments. Then the shipments are evaluated by the 
principal executive agencies of the Government. If they determine 
aid should continue in the interest of security, that recommendation 
is made to the President, and he makes the determination that the aid 
shall continue. 

I have previously mentioned the amount of trade, and I mentioned 
that the trade is down $100 million in the year 1954 exports. Actually, 
in the first half of 1954, the exports on the black line were about $900 
million out of the $1.7 billion. It does show in 1954 that the general 
trade was up over 1952 and 1953, but not quite equal to the 1951 trade. 

Mr. Vorys. What explains that increase? 

Admiral DeLany. I think in 1954 there was a large import on the 
part of the bloc of butter, meat, and fish. 

Mr. Vorys. The footnote states— 

Figures, unadjusted for price changes, do not accurately show trend in physical 
volume. j 

In general, the price is going up? In 1951, if that is a price business, 
there was a boom in prices of a whole lot of stuff. My guess would 
be that the physical volume isn’t going up, didn’t go up much in 1951. 
How about 1954? 

Admiral DeLany. I don’t think so. 

Mr. Vorys. You don’t think the volume went up? 

Admiral DeLany. Not particularly. I have attempted to break 
those drafts down by relationship to the U.S. S. R. itself, the European 
satellites, and the Crencatviot hina area by years, starting in 1948. 
You will notice a rather consistent pattern of the U.S.S.R. In 1954, 
or exports went up over 1953. The volume went up correspond- 
ingly. 

14 relates to the China trade, the China trade is down practically 
toa 1952 level. It is below the 1953 level. 

The next chart is sort of a trade pattern that shows exports and 
imports by the month. You are asking about 1954. You will notice 
in the months of March and April nu hit peaks on the exports that 
are just in excess of anything that we have known heretofore. That 
is partly accounted for by some large exports from the Argentine and 
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some wool from Australia. That boosted it up to the peak that they 
show there. 

In the next one I have attempted to show from January to June 
1954 the general commodity composition of the trade of the COCOM 
countries, showing the trade from the Soviet bloc in millions of dollars, 
and then the same exports to the Soviet bloc in the same commodity 
and other composition. 

In the next chart you have an attempt to show the trade between 
countries, with the leading exporters on one side and the leading 
importers on the other. You will notice Finland is the leading ex- 
porter, whereas the United Kingdom is the leading importer. 

Mr. Vorys. Is Finland in the COCOM? 

Admiral DeLany. No. Finland’s trade is so significant to us 
incident to her position there that we like to watch it and see what is 
happening on it. 

I have picked out a single country for the next chart. The U. K. 
seems to be a target for a lot of questions. What I have done is to 
break the U. K. trade with the European-Soviet bloc down into the 
items of food, raw materials, animal and vegetable products, manu- 
facturing goods. You will notice that the major imports of the U. K. 
from the Soviet bloc was food and wood in the raw materials, whereas 
her leading export and the figures that we show here are machinery 
and vehicles and that her reexports are wool. 

I should like to invite your attention to that rubber reexport because 
I think that has been a subject of some discussion within the committee 
structure. 

I believe if you will recall past figures, that was rather significantly 
larger heretofore. There is practically no reexport of rubber to the 
bloc out of the U. K. right now. 

On the next chart I have attempted to show the free. world trade 
with the European-Soviet bloc, first of all, handling the COCOM 
countries. From the years 1947 to 1954, I have done it first by showing 
European countries’ exports and imports, with the total bloc, that is, 
the Eastern European-Soviet bloc, and then breaking them down by 
the U. S. S. R. and satellites separately. You will notice in the year 
1954 that, of the total free world trade with the European-Soviet 
bloc, exports by the COCOM countries constituted 51 percent and 
imports of the COCOM countries constituted about 56 percent. You 
will note, however, that the greater portion of that trade was with the 
satellite countries rather than with the Soviet Union itself. 

I think you will notice there is a rather consistent percentage of 
trade. That to me indicates that the bloc has just so much money to 
spend. It attaches significance, as I see it, to the control program, 
because undoubtedly if you increase the size of the shopping list you 
add to the selectivity of bloc purchases. As long as you can prohibit 
the export of what we cotiatiar to be items that make a significant 
contribution to the bloc, we hold to the intent of the control program. 

The last presentation that is really significant is that there has been 
much talk about the China trade. I have attempted to do the same 
thing with free world trade with China and show United States and 
other COCOM countries’ percentages. 

If you start in 1947, you get a rather significant figure there, in that 
the United States took more than 52 percent of China’s exports and 
sold China over 27 percent of her imports. Starting in 1952, 1953, 
and so forth, there was practically zero business with China as far as 








578 MUTUAL SECURITY ACT OF 1955 


the United States is concerned. The COCOM countries themselves 
retain a rather steady figure, except in 1951 and 1952, of about 20 
peewee, of the export business and about 30 percent of the import 
pusiness of China for the last 5 years. The rest of that is conducted 
with the bloc itself. 

I think the other chart there is not of particular significance as to 
this statement, I have included it here because it will be included in 
my next Battle Act report, which will come out in the press on July 5. 
Our theme there is generally the blocs’ effort for trade. We have 
attempted to portray in this bloc picture here the announced rates 
of the satellite industrial growth with the percentage of increase over 
the previous year. 

On the last chart I have included a commodity composition of 
free world trade with the European-Soviet bloc. We have a simple 
chart for January-June 1953, the composition of trade, and I have 
included 1953 to give a rather comparative example of the exports 
and imports for the comparable period January—June 1953-54. That 
gives an example of what we think the trade looks like between the 
free world and the COCOM countries and the bloc as a whole. 

Chairman Ricuarps. Would the committee like to put these charts 
in the record ? 

Mr. Paut. Won’t they all be in your report? 

Chairman Ricwarps. I would like to have the admiral’s statement 
in the record, of course. I don’t believe it will be necessary to put 
these charts in. , 

Mr. Vorys. The first one gets the picture somewhat in focus. 

Admiral DeLany. Might I suggest that that pie chart is rather 
illustrative. I think generally speaking the discussions on the East- 
West trade do not take cognizance of the fact that we are only talking 
about 2 percent of the world trade. 

Mr. Vorys. It seems to me we don’t want them all. 

Chairman Ricuarps. We will get permission to put any of them in 
that the committee wants in. 

Admiral DeLany. There are none classified. 

Chairman Ricuarps. Do you want to put the first one in? 

Admiral DeLany. I think it is the pie chart you were talking about? 

Mr. Vorys. Yes. 

Chairman Ricuarps. Without objection, the third chart and the 
estimates of the value of shipments on which the Battle Act determi- 
nations have been announced—— 

Admiral DeLany. Those are the same figures that have been re- 
ported to the committees of Congress in an unclassified form. 

Chairman Ricuarps. Those two will be placed in the record. 

(The table and chart referred to are as follows :) 
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Value of shipments on which Battle Act determinations have been announced 
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Chairman RicHarps. Thank you, Admiral. It look like you have 
done a good job so far. We didn’t have you scheduled as a witness, 
but we are glad to have you. If there are no further questions, the 
committee stands adjourned until 8 o’clock tonight. 

(Whereupon, at 4: 50 p. m., the committee adjourned. ) 


EVENING SESSION 


(The committee met, pursuant to call, in room G-3, United States 
Capitol, at 8:15 p. m., Hon. Thomas E. Morgan, presiding. ) 

Mr. Morean (presiding). The committee will come to order. 

We have at least five witnesses this evening and we want to make as 
much time as possible. 

Our first witness is Mr. Ansel F. Luxford, of the law firm of Pehle, 
Lesser, Mann, Riemer & Luxford. 

Mr. Luxford, do you have a prepared statement ? 


STATEMENT OF ANSEL F. LUXFORD, OF THE LAW FIRM OF PEHLE, 
LESSER, MANN, RIEMER & LUXFORD 


Mr. Luxrorp. Yes, sir. 

Mr. Moraan. Is it a very long statement? 

Mr. Luxrorp. It will take about 15 minutes, Mr. Chairman. I have 
submitted a longer statement and this will be a summary. 

Mr. Morgan. This will be a summary ? 

Mr. Luxrorp. Yes, sir. 

Mr. Morean. Without objection we will incorporate your longer 
statement in the record, and you may go right ahead. 

Mr. Luxrorp. Mr. Chairman, and members of the committee, I want 
to express my thanks for the opportunity to appear and testify at this 
time. 

My name is Ansel F. Luxford. Iam a lawyer and I have spent the 
better part of the past 20 years both in government and out in the in- 
ternational financial field. In appearing before you I represent Blair 
& Co.,a New York investment banking firm. 

Blair & Co. presently has a unique type of foreign investment proj- 
ect up for consideration before the Foreign Operations Administra- 
tion. That agency has advised us in writing of its definite interest in 
this project and its willingness to negotiate on a guaranty contract 
after favorable consultation with the appropriate congressional 
authorities. 

That is the occasion for my appearance before you. The present 
language of section 413 of the Mutual Security Act is adequate to per- 
mit FOA to make the guaranty required for this new project. 

Our purpose in appearing before you is not to suggest changes in 
the language of such section. Rather, we wish to acquaint the commit- 
tee with this significant new development and its possible implications. 

Pursuant to your request, Mr. Chairman, I have previously fur- 
nished the committee with a detailed proposed statement of our views 
on this matter together with a copy of a letter dated March 17, 1955, 
from FOA setting forth its views thereon. In keeping with your sug- 
gestion, Mr. Chairman, I shall not take up the committee’s time by 
repeating such remarks. Rather, as you have indicated they may be 
appropriately incorporated into the record. I will, of course, be 
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pleased to answer any questions the committee may have on any por- 
tion of such statement, or to amplify thereon to the extent you wish. 

I also furnished the committee with a legal memorandum on the ap- 
plication of section 413 of the act to the Blair proposal but I make no 
request that such memorandum be incorporated into the record unless 
the committee so desires. 

I believe I can summarize the case for this Blair investment com- 
pany project as follows: 

Since 1948 the Congress, largely due to this committee’s interest, 
has been pressing the executive branch of the Government to exhaust 
every effort to increase the role played by private foreign investment 
in our mutual security program. 

Repeatedly the Congress has said that it recognizes the vital role of 
free enterprise in achieving rising levels of production and standards 
of living essential to the economic progress and defensive strength 
of the free world. Repeatedly the Congress has declared it to be the 
national policy to encourage the contribution of United States enter- 
prise toward the economic strength of other free nations, through 
private trade and investment abroad. 

To implement this national policy the Congress since 1948 has 
authorized FOA and its predecessors to guarantee new private foreign 
investments, first against the risk of inconvertibility and later against 
both the risk of inconvertibility and that of confiscation. 

Despite this clear-cut national policy, despite the guarantee legisla- 
tion enacted to implement this policy and despite vigorous efforts by 
FOA, the tangible results have been pitifully meager. Investments 
actually guaranteed and outstanding to date do not exceed $75 million. 
I do not mean to criticize those in FOA who have been doing their 
best to make a success of this program. Our experience with Mr. 
Hall and Mr. Houston and their staff has been most encouraging. 
Still, I repeat, the facts speak for themselves. The total amount of 
private investment guaranteed under the program is woefully small 
im terms of the problem. 

In analyzing the program to date and searching for the less obvious 
ree: to why the results are so disappointing, one fact stands out 

istinetly. 

So far, the only type of investment to be guaranteed by FOA is 
what is called direct investment; for example, a loan, or an American 
company placing a branch in France, or an American company going 
into partnership with a British company in a common venture. 

There have been no cases of a guaranty of the portfolio type of in- 
vestment; for example, where an American investor simply wishes 
to buy foreign equity securities as a good investment with no wish to 
have a voice in the management or control of the company issuing 
the securities. 

Yet, if we look at our own stock market and our own investment 
banking experience, the obvious fact is that most equity investments 
are made on the so-called portfolio basis. 

_If I may depart a minutes from the record, it is worth recalling that 
hishoalaalie it has always been the portfolio type of investment which 
predominated in international channels. Thus, during the period 
when the British dominated the international capital markets—1870 
to 1913—that is when the British capital was aiding in financing our 
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own development, portfolio investments exceeded direct investments 
by an 8-to-1 ratio. 

Nevertheless, under present FOA practices, provision is not made 
for the guaranty of this type of investment, notwithstanding that it 
is the type most attractive to the average American investor. 

That leads to the specific proposal Blair & Co. has put forward to 
FOA and with respect to which FOA has advised us of their definite 
interest. Blair & Co. in effect are saying: “If you want to interest 
the American public in foreign investment you should package your 
proposal in a form to which the public is accustomed and provide the 
public with the institutional facilities to take advantage of it. The 
American investor likes to invest in investment-company shares 
since by doing so he obtains the benefit of first-class investment 
management plus enormous diversification. Why not organize a 
regular investment company under the Investment Company Act of 
1940 and specialize in top-grade foreign-equity securities? There 
should be investor interest in this field. Both Shell and Unilever 
have recently listed their shares in this market with great success. 
Even more recently—May 25, 1955—Irving Trust Co. has announced 
that it is going to make a market for some 30-odd British, South 
African, and Dutch issues. This suggests that a much broader mar- 
ket for a portfolio-type investment program could be made if only 
we could overcome the problem of inconvertibility and the risk of 
expropriation.” 

It is here that the guaranty program of FOA under the Mutual 
Security Act enters the picture. Section 413 of the act is not limited 
in any way to the guaranty of direct investments. Its terms are 
equally applicable to a gree tiaras, cee program of the type 
Blair & Co. have in mind, All that has happened is that heretofore 
in administering the act, FOA has used it only to guarantee direct 
investments. 

To make a long story short, we put the matter up to Mr. Hall and 
Mr. Houston and their associates in FOA, and after careful study 
they have told us they are distinctly interested and ready to nego- 
tiate the necessary guaranty contract, subject to consultation with 
this committee and your agreement in principle. 

At that point, we thought we were well on the way to making this 
new proposal a reality since an intensive review of the whole legisla- 
tive history of the guaranty program seemed only to emphasize con- 
gressional interest in a broader application of the guaranty program. 
Thus, in the 1954 act it is expressly stated : 

(G) the guaranty program authorized by this paragraph shall be used to the 
maximum practicable extent and shall be administered under broad criteria 
so as to facilitate and increase the participation of private enterprise in achiev- 
ing any of the purposes of this act ; 

I am sorry to report we were wrong in our optimism. Someone 
in FOA decided it would be necessary to raise this matter with the 
National Advisory Council—National Advisory Council on Inter- 
national Monetary and Financial Problems—before coming up to 
Congress. Well, NAC has been considering the matter off and 
on and pro and con for about 6 weeks and still no decision. 

In the meantime FOA, while still anxious to proceed along these 
new lines, finds itself completely stymied. It feels that unless and 
until it obtains a favorable decision oul of NAC it cannot come up 
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to Congress and affirmatively raise this subject. Moreover, failing 
to receive committee endorsement for this type of project, FOA will 
be compelled to abandon it should NAC continue to withhold its 
approval. Thus, we are caught in the middle. 

We want to move forward on a very difficult and time-consuming 
undertaking, and we thought we had the green light from FOA to 

roceed. Now we find FOA cannot even take the imitiative in com- 
ing up her to discuss it with you, and it may soon be too late for FOA 
to come up anyway if the committee in the meantime closes its hearings. 

That is why we are here today. We think the committee will be 
interested in a concrete proposal which appears to us to have real 
possibilities for implementing our national policy in this field. 

We think the committee may wish to express its own views as to 
whether this is a type of project with sufficient promise to warrant 
the use of the guaranty provisions of the act—the provisions this 
committee has repeatedly urged the executive branch to use with 
imagination and vigor. I emphasize that we are not here seeking 
the committee’s reaction to the Blair proposal as an isolated project. 
Rather, we see it, and we know FOA sees it only as an illustration of 
a whole new foreign investment field which can be opened up by the 
prudent use of FOA’s existing guaranty powers. 

Neither do I ask you to hear only our presentation of this matter. 
I suggest that if FOA feels that it cannot take the initiative in appear- 
ing before you on this subject that you invite FOA to appear and 
comment thereon, or invite them to furnish their views in writing. 
Moreover, if any of the members of NAC wish to be heard, well and 

d. 
mali we say is that those who are charged with administering this 
program for you are favorably disposed toward it and believe it 
provides the opportunity to open up a whole new source of private 
foreign investment. We say the Congress has by law fixed the 
national policy in this field and that you should have the right to 
pass on whether this type of project will further such national policy. 

As for the project itself, Blair & Co. are thinking in terms of an 
initial project, of, say, perhaps $25 million to educate and test the 
market. If it proves successful and if experience demonstrates greater 
market interest, we would hope to make further offerings over a 
peri Ne time. Obviously, however, we claim no exclusive right in 
the field. 

We take for granted that if we succeed, others will follow in our 
footsteps to the end that a very substantial flow of private capital 
could be generated—a flow which for the first time might be sufficient 
to reduce to some extent the need for pumping American taxpayer’s 
money abroad as mutual aid. Of course, I emphasize that this is in 
— sense a substitute for aid, but it could serve as an important adjunct 
thereto. 

One further point deserves mention. It is easy to see how the 
dollars an American firm invests in a new plant abroad contribute 
directly to the industrial capacity of the economy in which the invest- 
ment is made. It is less obvious to follow the path of dollars invested 
in securities already issued and held abroad. Yet this should not 
deceive us into believing they are not contributing to the expansion 
of the economy in which the securities are purchased. 
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I will not, unless you wish, pursue the technical details pursuant 
to which a substantial part of the dollars flowing into the Dutch or 
British market, for example, end up in new plants and healthier, more 
dynamic economies. The fact is that this is the traditional method 
by which private capital in one country moves into another with all 
its attendant benefits. 

It is no accident that today we have at home an enormous expansion 
of our capital plant simultaneously with a very active stock market. 
I will point out further that under the proposal we have before FOA 
every safeguard will be provided that every dollar we invest abroad 
in buying securities will be made available to the capital market under 
the contro] of the proper monetary authorities. Thus there will be 
no black-market operations; no bailing out of old American investors ; 
or any of the other shoddy techniques sometimes indulged in by irre- 
sponsible parties. 

I believe I can say without qualification that FOA is or will be fully 
satisfied on this score before any guaranty will be issued. Moreover, 
any securities offering by the proposed investment company will be 
subject to SEC regulation to the end that the American investor will 
be provided with all the facts and protected. 

his, in short, is the proposal we have before FOA. This is what 
we want this committee to be fully informed about and to have the 
opportunity to express its views and voice any possible questions. 

We think it is a bold program with a reasonable chance to break 
through the investor barrier which so far has blocked all efforts to 
move substantial private investment abroad. We think it affords the 
best way of equating the risks of foreign investment with the opportu- 
nities implicit therein. It will not be an easy task; that we already 
know. But given the chance and the full cooperation of our Govern- 
ment, we believe it can be accomplished. 

Thank you. 


(The proposed statement submitted for the record by Mr. Luxford 
follows hy 


My name is Ansel F. Luxford. I am a member of the law firm of Pehle, Lesser, 
Mann, Riemer & Luxford of this city. We are here on behalf of a New York 
investment banking firm which presently has a unique type of foreign investment 
project up for consideration before the Foreign Operations Administration. 

Specifically, this project is a program for opening the security markets of other 
free countries to the ordinary American investor through the use of investment 
company facilities, and thus to provide a ready means for the flow of private 
American capital to such nations. In short, to tap a new source of private capital 
by offering the American investor the attractions of foreign portfolio investment 
with the basic protections he enjoys when investing through an investment com- 
pany in American securities. 

The present language of section 413 of the Mutual Security Act of 1954 is 
adequate to permit FOA to make the guaranty required for this new project. Our 
purpose in appearing before you is not to suggest changes in the language of 
such section. Rather, we wish to acquaint the committee with this significant 
new development and its possible implications. 

FOA has indicated a genuine interest in this new project. On March 17 of this 
year after months of careful study, FOA advised us as follows: 

“As you know, the Foreign Operations Administration is most anxious to 
increase the flow of private capital abroad and to expand the contribution the 
guaranty program can make to that end. Without, at this time, making any 
form of binding commitment, this Administration is prepared now to state that 
in principle it is seriously interested in the B—— & Co. proposal as a means of 
furthering its policy of stimulating private American investment abroad. Since 
the proposal envisages a substantial departure from our previous practice under 
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the guaranty program, however, we do want, before proceeding to any formal 
agreement, to consult in the very near future with the appropriate congressional 
authorities. 

“Promptly after such consultation, and assuming they are favorable, we shall 
be prepared to proceed with our negotiations looking to an appropriate contract 
of guaranty within the framework of the investment company proposal of 
B—— & Co. In the meantime you may feel free to use this letter in furtherance 
of your discussions with the Securities and Exchange Commission, foreign gov- 
ernments, et al., with whom you will be consulting relative to the further imple- 
mentation of the B—— & Co. proposal.” 


A copy of the letter is submitted herewith. 
(The letter referred to is as follows :) 


ForEIGN OPERATIONS ADMINISTRATION, 

Washington, D. C., March 17, 1955. 

PEHLE, Lesser, MANN, Riemer & LuUxFOrD, 
Washington, D. C. 


Dear Sirs: We refer to our discussions over the past several months with 
regard to the proposal of B—— & Co. for organizing an investment company 
specializing in investments in foreign securities. In particular, we refer to 
B—— & Co.’s interest in obtaining the benefits of the guaranty provisions of the 
Mutual Security Act of 1954 for such investments by the investment company. 

As you know, the Foreign Operations Administration is most anxious to in- 
crease the flow of private capital abroad and to expand the contribution the 
guaranty program can make to that end. Without, at this time, making any 
form of binding commitment, this Administration is prepared now to state that 
in principle it is seriously interested in the B & Co. proposal as a means of 
furthering its policy of stimulating private American investment abroad. Since 
the proposal envisages a substantial departure from our previous practice under 
the guaranty program, however, we do want, before proceeding to any formal 
agreement, to consult in the very near future with the appropriate congressional 
authorities. 


Promptly after such consultations, and assuming they are favorable, we shall 


be prepared to proceed with our negotiations looking to an appropriate contract 
of guaranty within the framework of the investment company proposal of 
B—— & Co. In the meantime you may feel free to use this letter in furtherance 
of your discussions with the Securities and Exchange Commission, foreign gov- 
ernments, et al., with whom you will be consulting relative to the further imple- 
mentation of the B—— & Co. proposal. 

Sincerely yours, 


CHARLES E. Houston, 
Chief, Investment Guaranties Division. 


As I indicated earlier, this project is designed to provide the investing public 
with the same type of investment facilities in the foreign field as are customary 
and popular in the domestic field. 

Thus an investment company would be organized and registered under the 
Investment Company Act of 1940. This company would specialize in portfolio 
investments of foreign securities with initial emphasis on outstanding equity 
securities and new issues of existing enterprises. In certain instances it might 
even take up new issues of top-grade foreign industries in need of capital for 
expansion purposes. 

As is the custom generally, its investments would be made and shifted in the 
exercise of its sound business judgment and it would not seek to control or man- 
age the enterprises in which it invested. Through this technique the investment 
company would hope to offer to the interested investing public the same oppor- 
tunity for expert investment management and diversification in the foreign field 
as is widely available already in the domestic market. 

An essential feature of the proposal, however, is obtaining a guaranty under 
the guaranty program of the Mutual Security Act against the noncommercial 
risks of inconvertibility and expropriation in foreign investments. Thus the 
sponsors of the proposal state in effect : 

“We think by good management and diversification we can offer the public 
the same reasonable assurances against the ordinary risks of the market place 
with regard to foreign investment as we presently are able to offer as to invest- 
ments within the United States. But we cannot offer protection against the 
possible confiscation and currency transfer hazards involved in foreign invest- 
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ment. Therefore, what we need is an FOA guaranty covering these risks to the 
same extent you presently offer protection on direct investments abroad.” 

This is in essence the project our clients have placed before FOA and with 
regard to which we are anxious to inform the committee fully. 

As we understand the situation, FOA thinks the proposal has real merit in 
terms of the opportunity of opening up a whole new field of private foreign 
investment. FOA lawyers agree with us that the language of section 413 of 
the act is broad enough to authorize the type of guaranty we seek. At the same 
time, since this is the first operation of its type under the act, they feel that 
before proceeding to any formal agreement you should be consulted and fully 
advised in the premises. 

We now understand, however, that FOA does not feel free to affirmatively 
propose the matter to your committee unless and until this action is approved 
by the National Advisory Council on International Monetary and Financial Prob- 
lems, NAC. 

As you know, FOA heretofore has considered only proposals to guarantee 
direct investments American firms were interested in making abroad. Typically, 
a firm in the United States wanted to establish a branch in Europe or wished 
to participate in the expansion or modernization of some existing European 
company in a related business. Alternatively, a contpany will want a guaranty 
on a foreign loan or in connection with some licensing arrangement with a 
foreign company. 

Under such circumstances and assuming FOA was satisfied as to the merits 
of the project, and so on, it would give the American firm a guaranty covering 
the new investment abroad. 

For some time, however, authorities in the field have recognized that there 
was potentially another major type or new source of foreign investment which, 
so far, had been almost completely ignored. 

That was the portfolio type of investment where the investor is not primarily 
interested in obtaining a voice in management or control of the company in 
which he invests but rather in the return he hopes to make as a securities 
investor. 

Parenthetically, it may also be noted that historically the portfolio type of 
investment provided the great bulk of private capital moving in international 
channels. 

On this score, it is sometimes overlooked today that in the past the portfolio 
type of investment has been far more important as a source of foreign capital 
than direct investments. 

For example, during the period in which the British were investing heavily 
in the developing of our own country, the great bulk of such investments were 
portfolio in character as distinguished from direct investments. Between 1870 
and 1913 Britain invested aboard—including the United States—about two-fifths 
of her savings. 

By 1913 her foreign investments, equal to nearly four-ninths of her home 
investments, represented one-third of all European foreign investments and 
contributed one-tenth of her national income. 

Stated in terms of the scale of the present-day United States economy, the 
equivalent would be an American foreign investment of about $600 billions 
yielding $30 billions a year income and growing something like $15 billions a 
year. Yet during such period only one-eighth of such investments took the 
form of direct investments. Trade, Aid or What? 1954, by Willard L. Thorp, 
page 183, citing A. Cairncross, Home and Foreign Investment, 1870-1913, London, 
1953; also H. Feis, Europe, The World’s Banker, 1870-1914, New Haven, 1930. 

Similarly today in the domestic United States market, most securities are 
bought by individuals and institutions primarily interested in the return they 
hope to make by the purchase of securities. 

Customarily also, such investors spread their risk by diversification, that 
is, by making investments in several types of securities rather than in one 
or two. 

This preference in investment habit has given rise to the major role invest- 
ment companies or investment trusts, as they sometimes are called, now play 
in the domestic feld. Their number runs into the hundreds and their invest- 
ments in portfolio securities into the billions of dollars. 

Through such vompanies, and under SEC supervision, the individual investor 
can obtain the same quality of investment management skills otherwise available 
only to the very rich or to institutions like large banks and insurance companies. 
At the same time he obtains enormous diversification for his limited funds by 
pooling them with those of other individuals and groups. 
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Curiously enough, however, out of the hundreds of investinent companies 
operating in the United States and with some of them highly specialized as in 
oil, chemicals, electronics, et cetera, still there is not a single investment company 
in the country today specializing in foreign securities, other than a few special- 
izing in Canadian issues. 

The fact is that even if the ordinary individual were interested in investing 
in foreign securties, he could not find any institutional facilities of the invest- 
ment company type to assist him and furnish him the expert management and 
diversification to which he is accustomed in the domestic market. 

Yet it is clear that if we are going to stimulate a high level of private foreign 
investment, we shall need the benefit of investment company facilities. 

It is directly at this vast reservoir of portfolio security funds—the ordinary 
intelligent American investor—that this new proposal before FOA will be 
addressed. The new investment company will provide the expert investment 
management to which he is accustomed. It will afford him wide diversifi ‘ation 
for limited funds so that he does not have to assume the risks of putting too 
many eggs in one basket. 

* What is needed to complete the picture is for FOA to guarantee against the 
risks of transfer and confiscation which are present in the foreign field but not 
in the domestic field. 

We are thinking in terms of an initial project of, say, perhaps $25 million to 
educate and test the market. If it proves successful and if experience demon- 
strates greater market interest we would hope to make further offerings over 
a period of time. Obviously, however, we claim no exclusive right in the field. 
We take for granted that if we succeed others will follow in our footsteps to the 
end that a very substantial flow of private capital could be generated—a flow 
which for the first time might be sufficient to reduce to some extent the need 
for pumping American taxpayers’ money abroad as mutual aid. 

Of course, I emphasize that this is in no sense a substitute for aid but it could 
serve as an important adjunct thereto. 

One further point deserves mention. It is easy to see how the dollars an 
American firm invests in a new plant abroad contribute directly to the industrial 
capacity of the economy in which the investment is made. It is less obvious to 
follow the path of dollars invested in securities already issued and held abroad. 

Yet this should not deceive us into believing they are not contributing to the 
expansion of the economy in which the securities are purchased. 

I will not, unless you wish, pursue the technical details )ursuant to which a 
substantial part of the dollars flowing into the Dutch or British market, for 
example, end up in new plants and healthier, more dynamic economies. The 
fact is that this is the traditional method by which private capital in one 
country moves into another with all its attendant benefits. 

It is no accident that today we have at home an enormous expansion of our 
capital plant simultaneously with a very active stock market. I will point out 
further that under the proposal we have before FOA every safeguard will be 
provided that every dollar we invest abroad in buying securities will be made 
available to the capital market under the control of the proper monetary 
authorities. 

Thus there will be no black market operations; no bailing out of old American 
investors; or any of the other shoddy techniques sometimes indulged in by 
irresponsible parties. 

I believe I can say without qualification that FOA is or will be fully satisfied 
on this score before any guaranty will be issued. 

Moreover, any securities offering by the proposed investment company will 
be subject to SEC regulation to the end that the American investor will be 
provided with all the facts and protected. 

This, in short, is the proposal we have before FOA. This is what we want 
this committee to be fully informed about and to have the opportunity to voice 
any possible questions and express its views. 

We think it is a bold program with a reasonable chance to break through the 
investor barrier which so far has blocked all efforts to move substantial private 
investment abroad. We think it affords the best way of equating the risks of 
foreign investment with the opportunities implicit therein. 

It will not be an easy task; that we already know. But given the chance and 
the full cooperation of our Government we believe it can be accomplished. 


Mr. Morcan (presiding). Thank you very miuch for a very in- 
teresting statement. 


63245—55 38 
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Mr. Carnahan. 

Mr. Carnanan. I have no questions at this time, thank you, 

Mr. Morgan (presiding). Dr. Judd. 

Mr. Jupp. I want to look up something in the original law first 

Mr. Luxrorp. I have the text of the original law, if you would like 
to look at it. 

Mr. Jupp. Our staff can get it, here. 

I recall that when we first struggled in this room with the original 
loan provisions and wrote and rewrote the language, one of the criteria 
that loans had to meet was that NAC had to be consulted. Maybe 
it wasn’t in the final text, I have forgotten. 

Another was that loans had to meet the standards that the Export- 
Import Bank has for its loans. I do not remember whether that re- 
quirement extended also to guaranties. I do not think it did. 

Mr. Luxrorp. Those provisions were debated and, as I recall, the 
original Economic Cooperation Act of 1948 did place the adminis- 
trator of the program, on NAC, and did contemplate that the broad 
programs of the ECA should be brought before the NAC. 

I do not in any way challenge that. There is no specific reference 
to the NAC in the guaranty provisions of the act. All I am saying 
in this case is that since 1948—and I think I am an expert on the 
history of this provision—in every year this committee is empha- 
sized the need for expanded use of this provision. 

Mr. Jupp. I was merely wondering if that legislative history might 
be the reason that FOA has felt it could not move ahead with your 
type of guaranty without the approval of NAC. 

Mr. Luxrorp. I think it is a matter of general policy in any event. 
They are perfectly within their authority to go to NAC. 

Mr. Jupp. But with that history, may they still hesitate to go beyond 
what was expressed repeatedly in committee as a desirable safeguard. 
Of course, that is 7 years ago. We have had 7 years of experience. 
We were just putting our foot into the water at that time. 

Please go ahead, Mr. Chairman, and come back to me later. 

Mr. Morean (presiding). Mr. Burleson. 

Mr. PBurteson. I have no question, Mr. Chairman, thank you. 

Mr. Morean (presiding). Mr. Jarman. 

Mr. JarMAN. We have now in this country United States-owned and 
managed mutuals, like the Canadian fund, investing entirely in Cana- 
dian stocks. Isn’t that somewhat comparable to what you are 
discussing ? 

Mr. Luxrorp. Precisely. If I could just answer your question a 
little further: There are over 100 investment companies in the United 
States, actively operating today along the lines I am suggesting, but 
primarily engaged in investing only in American equity securities. 
But there is not a single investment company that is specializing on 
foreign equity investments, with the exception of the mutuals you 
mention. Namely, you have a few companies that are specializing in 
investing in Canadian securities. But there is not a single company, 
today, that will specialize in buying foreign securities generally. 
There are no institutional facilities by which the American investor 
could buy foreign securities if he wanted to. And certainly not pro- 
vide him with expert investment management and diversification. 

Mr. Jarman. There is no guaranty, at the present time, to these 2 
or 3 United States mutual funds with portfolios of Canadian stocks? 
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Mr. Luxrorp. No, because as you well know, the Canadian market 
is regarded as the equivalent of the American market. It is com- 
pletely interchangeable. You do not have the risk of confiscation and 
inconvertibility. At least, not so the investor is worried about it. 

Mr. JarmAN. I noticed in a recent issue of a foreign service maga- 
zine an advertisement by the Bank of Morocco to the effect that they 
were offering, I think, a package of five securities that had had a his- 
tory of a 12 percent tax-free yield, said securities carried, I think, on 
the London Stock Market. 

Mr. Luxrorp. That is right. These securities are being invested in, 
in the British market. It is only in this market that you do not find 
any real effort to sell the type of security the American investor custo- 
marily invests in. 

Mr. Jarman. Are the British giving a guaranty ? 

Mr. Luxrorp. Not so far as I know, because they are not in a posi- 
tion to be exporting capital the same as we are. The balance of pay- 
ments position of the British is still not too good. 

Mr. JARMAN, I think that is all, Mr. Chairman. 

Mr. Morean (presiding). Mr. Donovan. 

Mr. Donovan. No questions. 

Mr. Morean (presiding). Mrs. Church. 

Mrs. CyurcH. No uestions, Mr. Chairman. 

Mr. Morean (presiding). Mr. Selden. 

Mr. SevpEN. I have no questions, Mr. Chairman. 

Mr. Morgan (presiding). Mr. Byrd. 

Mr. Byrp. I have no questions, thank you, Mr. Chairman. 

Mr. Morean (presiding). Mr. Pilcher. 

Mr. Pitcuer. No questions, Mr. Chairman. 

Mr. Morean (presiding). Mr. Williams. 

Mr. Wuuiams. No questions. 

Mr. Morean (presiding). We will return to Dr. Judd. 

Mr. Jupp. I have found this language in the original ECA Act. 
It amends in section 106 of the Bretton Woods agreement to read 
this way. 


Section 4 (a): In order to coordinate the policies and operations of the repre- 
sentatives of the United States, on the Fund and the Bank, and of all agencies 
of the Government, which make or participate in making foreign loans, or which 
engage in foreign financial exchange or monetary transactions, there is hereby 
established the National Advisory Council— 


and so forth. 

The investments you speak of would come under “foreign financial 
exchange or money transactions,” would they not? 

Mr. Luxrorp. I do not challenge that at all, Mr. Judd. 

Mr. Jupp. I think that is the background of the reason for FOA’s 
hesitation in coming up here for guaranties without the approval of 
the NAC. 

Mr. Luxrorp. And that is the reason I am up here, because I know 
FOA thinks this is what is necessary under the program you have 
set for them. 

Mr. Jupp. That is right. I think that FOA feels bound by that 
ancient history and so perhaps we ought to write some new language. 

I was also interested that 1 poo said that under existing law this could 


be done. “If only we could overcome the problem of inconvertibility 
and the risk of expropriation.” 
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Are those problems sufficiently covered in existing law? 

Mr. Luxrorp. Yes, sir. We have gone into that very fully with 
Blair & Co., and they realize the guaranties are not all-inclusive. 

Mr. Jupp. You do not feel it necessary to have guaranties that 
include losses due to civil disturbances, riots, and revolutions? 

Mr. Luxrorp. To answer you very candidly, I think that you have 
covered nine-tenths of the problem. That psychologically you would 
be 100 percent better off to take the other tenth. All I am saying is, 
given the nine-tenths that you have offered, we can get along. We 
still will have to meet some buyer resistance that the whole thing is not 
covered. You have dealt with the bulk of the problem. You have 
not dealt with it all. 

Mr. Jupp. I agree. This whole program has been a disappoint- 
ment. Every year we get explanations of why not more has been 
done and every year they are going to push it harder, but as you say, 
the facts speak for themselves, not much has been accomplished. 

There is another great value in these foreign investments of certain 
types—not only does American money go, but American interest goes 
with them and carries through, and oftentimes American management 
and know-how go with the investments and those are probably just 
as valuable as the dollars. 

Mr. Luxrorp. We have to say, Mr. Judd, that in the case of buying 
portfolio securities abroad by the expert management of the invest- 
ment company, we are not going to be directly providing management 
for any company. Wedonotdothat. What we do think we will do, 
however, is by stimulating investment in certain securities, we will 
place a premium on good and modern management in those companies. 
People stop buying the securities of a company that is not efficient. 
It is an indirect pressure of a desirable type. 

Mr. Jupp. This is a case where the good drive out the bad—a 
reversal of Gresham’s law. 

Mr. Chairman, I should like to ask permission for the committee 
staff to invite the FOA to testify on this point, or to come up with 
a written statement, stating their reactions, favorable or unfavorable 
with respect to this proposal. 

Mr. Morean (presiding). With the permission of the committee, 
I think that could be done. 

(The information requested is as follows:) 

FOREIGN OPERATIONS ADMINISTRATION, 
Washington, D. C., June 20, 1955. 
Mr. Boyp CRAWFORD, 


Staff Administrator, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

Dear Mr. Crawrorp: I believe you asked Mr. Paul to have furnished to the 
committee a statement which would describe the present position in the executive 
branch of the Blair & Co. proposal to cover an investment trust arrangement 
with investment guaranties. 

The attached statement describes where the matter stands. 

Sincerely yours, 
CHARLES E. Houston, 
Chief, Investment Guaranties Division. 


GUARANTIES OF INVESTMENT TRUSTS 


The proposal to extend guaranty protection to investment trust arrangements 
has been discussed in the NAC, most recently on June 13. 
Among the points which have received consideration are the following: 
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1. The possibility that purchasers of the securities of the trust would not 
understand correctly the nature and limitations of the guaranties but might 
mistakenly believe that their investments were fully guaranteed by the United 
States Government. 

2. The question of whether investment in underdeveloped countries could be 


encouraged, since it appeared that present interest was focused on the industrial 
countries of Western Europe. 


3. A general question as to whether the guaranty authority could be appro- 
priately and effectively used in connection with trust arrangements. 

It was suggested that the SEC study the problem of investor understanding 
and that the proposal be further studied when the SEC report is submitted. 

Mr. Luxrorp. We have been modest in requesting $25 million. We 
originally went to FOA and told them that in a period of a couple of 
years we could use more money. But this is an experiment. We have 
to confess that. It has to be tried out. Then they can come back to 
you and talk about it further, after we have seen what happens. 

Mr. Jupp. The taxpayer would not lose under this experiment and 
therefore why in the world should we deny the program whatever 
benefit there might be, big or small. 

Mr. Luxrorp. Could I quote back to you what Governor Stassen 
told you last year, and you included it in your committee report, that 
every dollar invested abroad is the equivalent of $3 in mutual aid. 
You saw fit to put that statement in your committee report. 

Mr. Morcan (presiding). Thank you, Mr. Luxford. 

Is Mr. Schneider present ? 

Do you have a prepared statement, Mr. Schneider 

Mr. Scuneiprr. Yes, sir, Mr. Chairman. I think I can be brief. 

Mr. Morean. Mr. Schneider of the American Friends Service Com- 
mittee. 

You may proceed, Mr. Schneider. 


STATEMENT OF LOUIS W. SCHNEIDER, SECRETARY, FOREIGN 
SERVICE SECTION, AMERICAN FRIENDS SERVICE COMMITTEE 


Mr. Scuneiper. My name is Louis W. Schneider. I am secretary 
of the foreign service section of the American Friends Service Com- 
mittee. The committee has close ties to the Religious Society of 
Friends or Quakers, as we are sometimes called. I have recently re- 
turned from a visit of 6 months to the overseas projects of the Ameri- 
can Friends Service Committee, many of them in Asia. 

I wish to testify approvingly concerning four programs which 
would receive assistance under the President’s proposed foreign eco- 
nomic aid program, namely, the United Nations Refugee Fund, the 
United Nations International Children’s Fund, the United Nations 
Expanded Technical Assistance Program, as well as the technical aid 
portion of the economic aid program in general. 

The American Friends Service Committee supports a contribution 
to UNREF for three reasons. The first is our deep concern for a 
solution of the refugee problem. The second is our firm belief that 
only through intergovernmental action will it be possible to find solu- 
tions to such a vast problem. Thirdly, we believe in principle that 
solutions should be sought through the United Nations. 

The United States delegation to the U. N. General Assembly played 
an important part in supporting the resolution to establish the perma- 
nent solutions program to be Ranabed through UNREF. It would 
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be a tragedy for the refugees and for the U. N. if Congress should 
fail to appropriate our share of this fund. 

The REF is intended to meet two needs; namely, relief and 
resettlement, with plans for permanent care for those refugees who 
suffer special handicaps, and secondly, reestablishment, principally in 
countries of present residence, of those who can become self-supporting 
with help. It seems unnecessary to argue the urgency, on a purely 
humanitarian basis, of funds to care for the most needy, some of whom 
would literally face starvation were it not for the help provided by 
the United Nations High Commissioner for Refugees. 

The United States has never contributed to a fund for this purpose 
and failure to do so last year, after such a contribution seemed assured, 
caused shocked reverberations in countries around the world and 
adversely affected contributions of other nations to the fund. 

Certain countries of present residence are considered capable of 
absorbing these refugees if essential help from international sources 
is given in the process. Such countries are expected to match the 
funds provided by the High Commissioner and to assume full respon- 
sibility for any continued needs when the 4-year program ends. 

Both before and since World War II the American Friends Service 
Committee has been actively engaged in assisting refugees with solu- 
tions to their problems. A number of our projects are similar to those 
under consideration by the UNREF Permanent Solutions Program. 

Just a few months ago I visited camps in North and South Ger- 
many as well as Austria which are typical of many where tens of thou- 
sands of refugees are still housed far from the employment centers 
where jobs could be had but where housing is lacking. In other in- 
stances, jobs may be available but the skills demanded are not to be 
found among refugees long cut off from employment opportunities 
or who have grown up in camps during the last 10 years with no chance 
to secure trade-school training or apprenticeships. These obstacles 
are compounded by language difficulties and the traditional reluctance 
of mos to employ foreigners without local work experience. 

The projects proposed under the permanent solutions program are 
designed to overcome such handicaps through housing developments, 
vocational training, and to place the refugee once more in the main 
stream of life where he and his family can become self-supporting, 
participating members of the community. 

We feel that this program which undertakes to solve the particular 
segment of the world refugee problem that comes under the mandate 
of the United Nations High Commissioner for Refugees should re- 
ceive the full support of this committee and of the United States 
Congress. 

The second program for which the American Friends Service Com- 
mittee advocates continued support by the United States in UNICEF, 
certainly at the level recommended by the President, or, if possible, 
at a moderately higher level so that the United States contribution 
would equal $12 million a year. 

In either case, an initial appropriation in this bill for 18 months, 
successive annual appropriations to be for 1 year, is highly recom- 
mended, as in the case of UNETAP which also receives funds from 
the United States. 

Throughout my testimony on this and other programs, I am con- 
cerned in the first instance with the humanitarian reasons for their 
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support. I have observed the distribution of UNICEF milk on a 
number of occasions—most‘recently in South Korea and South Viet- 
nam—for the most part to destitute war refugees. 

In Korea’s port city of Punsan where the American Friends Serv- 
ice Committee is engaged in relief and welfare projects, schoolchildren 
sitting haunch to haunch on a crowded floor pass the milk from one 
to the other without spilling a precious drop. 

This is a country where the average family’s yearly income equals 
about $110. Among the items in a family’s budget is a relatively 
large basic sum for food. Food means rice and only rice. There is 
a smaller second item that we would also call food. The Koreans call 
it side dishes. 

These are all other foods: Meat, vegetables, fruit, milk, eggs, pro- 
cured only as family resources afford. This is in a small country of 
20 million people which can afford only 2 percent of its national 
budget for health and welfare. 

However, with encouragement from the United States it is main- 
taining close to 1 million men under arms, one of the largest national 
armed forces in the world. 

Yet this impoverished country’s defense budget, 75 percent of its 
total budget, is barely adequate to buy food for its army and nothing 
more. The overwhelming balance of funds required for this defense 
effort will continue to be provided by the very same bill now under 
consideration here. In the face of a situation as preposterous as this, 
the least the United States can do is to make available the relatively 
minor sums which are being requested for UNICEF and other pro- 
grams of a humanitarian nature in many countries of the world. 

Few will disagree that a larger measure of international under- 
standing and the achievement of world peace are the foremost chal- 
lenges to the nations of the world. No government and no organiza- 
tion of governments is more dedicated to this than the U. N. The 
majority of the world’s people are unbelievably disadvantaged 
socially and economically. 

This is one of the main causes of international tension. It is of the 
utmost importance to the cause of peace that the U. N. be continuously 
strengthened in the highly practical, nonpolitical, multilateral efforts 
of UNETAP to offer technical aid resources to many nations. 

Even in large-scale postwar emergency relief efforts, as well as in 
long-range community development projects, the American Friends 
Service Committee has long since learned the great importance of the 
idea, the attitude, of self-help. People in the extreme distress either 
of a war disaster or of seemingly endless poverty have both pride 
and dignity. Without a spirit of self-help there would have been no 
postwar rehabilitation, there could be no social and technical 
assistance. 

We cannot now judge what it means to the cause of ultimate peace 
for many of the nations benefiting from either bilateral or multi- 
lateral technical aid at the same time to have the opportunity to offer 
to other countries skills and advice from their own experience through 
the multilateral program of UNETAP. 

The American Friends Service Committee advocates a contribution 
by the United States as recommended by the President for a period 
of 18 months so that UNETAP may be in a position to make com- 
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mitments as well as plan its program for the entire calendar year 
which is the basis of U. N. program operations. 

I have alluded in one instance to the imbalance of effort devoted 
to military preparations as compared with social welfare and eco- 
nomic development. In the proposed foreign economic aid program, 
the ratio of funds for military aid and defense support is 80 percent 
of the total whereas only 20 percent is designated for nonmilitary 
economic aid. 

In our preoccupation with military defense against Communist 
expansion, there is a sobering possibility that we have misjudged the 
problem, certainly in Asia, where the real enemies of mankind are 
poverty, disease, malnutrition, and illiteracy. 

Despite vast military expenditures in a country like South Korea, 
we delude ourselves that this country is a toon Gebwack of strength 
on the side of the free world as long as the general social and eco- 
nomic situation is as hollow or shallow as it actually is. 

A United States officer who witnessed the takeover of Haiphong 
last month by the North Vietnamese under the terms of the Geneva 
agreement, reported as follows: 

The chill gray light in Haiphong on May 13 illuminates one hard and dis- 
quieting fact. Lightly armed Communist forces continue advancing confidently 
onto new territory, while western-type forces with superior armament wait 
hesitantly with loaded guns for a provocative shot that is never fired and 
continue backing toward the sea. 

In commenting on this, a leading columnist of the New York Times 
said: 

From a military standpoint, there is no doubt that this view s‘zes up the 
trend in east Asia. But the present current cannot be checked by purely military 
means, 

Rapid developments are taking place in the countries of Asia. 
These developments are not chiefly military or even political, although 
they have political implications. A broad social and cultural revo- 
lution has started in which the countries of the West, chiefly the 
United States, have a rare opportunity in history to play a construc- 
tive part if we place our major efforts on the side of broad programs 
of social and economic development. 

Mr. Morean. Thank you, Mr. Schneider. I am sure every member 
of this committee knows of the great work of the American Friends 
Committee. 

We will proceed under the 5-minute rule. 

Mr. Carnahan. 

Mr. CarnaHan. You speak of the permanent solution program for 
displaced persons. Are we in the first year of that program? 

Mr. Scunerper. The program started in the calendar year of 1955, 
so we are now in the first year and, as I understand it, a contribution 
from the United States authorized under this legislation would be 
our first contribution to a 4-year program. 

Mr. Carnauan. That is to be a contribution for an 18-month 
period ? 

Mr. Scunewer. No; it is for 12 months. 

Mr. Carnanan. Do you really believe that the displaced persons 
will be sufficiently taken care of in 4 years so that it will not be neces- 
sary to continue this program ¢ 
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Mr. Scunewer. This program is concerned with the residual aspects 
for what was once a much larger problem and it seems that 4 years 
will see a major solution to the residual aspects to the problem. 

Mr. CarnAHAN. That is all, Mr. Chairman. 

Mr. Moraan. Dr. Judd. 

Mr. Jupp. No questions. 

Mr. Morean. Mr. Burleson. 

Mr. Burueson. No questions. 

Mr. Morcan. Mrs. Church. 

Mrs. Cuurcu. I would like to thank you for the philosophical 
content of your speech as well as the facts. You have raised 1 or 2 
questions in my mind. I wonder if you could tell us what portion 
of the hard-core European refugees is still left over from World 
War II. Did we successfully dispose of most of that hard core? 

Mr. Scunemwer. Altogether the number is estimated at about 
300,000. 

Mrs. Cuurcu. Are these displaced persons left over since World 
War II? 

Mr. Scuneiwer. There are some dating back to that era. These are 
those who date back to that era. These are largely people who are 
mentally ill or suffering serious illness, such as tuberculosis, who have 
no opportunity to emigrate and no opportunity for resettlement. 

Mrs. Cuurcu. I asked the question because one of the Congressmen 
who came back from the recent conference at Geneva on European 
migration reported that the Scandinavian countries had taken almost 
all of the tubercular and that he felt the hard core was being more or 
less rapidly dissolved. Do you have facts or a breakdown to show the 


situation? I think that it would be helpful to the committee to have 
that. 


Mr. Scunewer. I could furnish the breakdown. As I say, all to- 
gether the total is about 300,000. 
(The information is as follows :) 


AMERICAN FRIENDS SERVICE COMMITTEE, INC., 
Philadelphia 7, Pa., June 17, 1955. 


Hon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 


My Dear CONGRESSMAN RICHARDS: During my testimony before the Commit- 
tee on Foreign Affairs of the House of Representatives last night, Mrs. Church 
asked me for a detailed breakdown of the location of 300,000 re:ugees in Europe 
who come within the mandate of the United Nations High Commissioner for 
Refugees. These details are as follows: 

Where are they to be found? 

The 300,000 are to be found in the following countries : 


Austria 109, 000 | The Near East 
Germany 99, 000 | Other European countries 


Since this question arose during the hearing of my testimony, would it be pos- 
sible to include this information in the record? These statistics are compiled by 
the Office of the United Nations High Commissioner for Refugees. 

Sincerely yours, 
Louis W. SCHNEIDER, 
Secretary, Foreign Service Section, 
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Mr. Scunewer. I went to a camp in Landshut in southern Germany 
near Munich where there are over 600 young men and women who are 
forced into a rather demoralized way of life, because of no job op- 
portunities. We went there one day with our staff and between 3 of 
them, they could speak 12 European languages. When the inmates 
heard of this, we were overwhelmed with demands to interpret for 
them their eagerness to apply for job opportunites. 

Mrs. Cuurcnu. Has there been any plan in your mind or in the or- 
ganization which you represent, to deal also with the Arab refugees, 
perhaps including them in any removal ? 

Mrs. Scunemwer. Yes. That is another problem entirely and we 
are familiar with that problem. 

Mrs. Cuurcu. You have made no requests for an appropriation for 
that purpose, or suggested one ? 

Mr. Scunetwer. The mutual security program contains a request 
for $65 million for these refugees. 

Mrs. Cuurcu. Then, on? last question, if I may: Does the Society 
of Friends support the military assistance program part of this bill? 

Mr. Scuneier. We do not. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Mr. Morean (presiding). Mr. Hays. 

Mr. Hays of Ghio. I, too, want to congratulate you on your state- 
ment. I, too, have had long personal knowledge of the Friends Service 
Committee. 

I would like to ask you about the first part of it. These refugees. 
Does this imply taking care of those coming from behind the Iron 
Curtain, daily at the moment? 

Mr. Scuneiwer. It may to some extent, although for the most part, 
not. These are people who have been living in Austria or Germany, 
or Italy, Greece, fin § France, for the last 10 years. 

Mr. Hays of Ohio. The reason I raised that question, I read, I 
think only yesterday or the day before in one of the national news 
magazines, that some of these people who have come out are so dis- 
couraged with the refugee camps and the fact that they are not mov- 
ing anywhere and that they are not allowed to make a new life 
somewhere, that some of them are going back behind the Iron Curtain, 
which is providing valuable propaganda material for the Communists. 
Do you know anything about that 

Mr. Scunewer. I know a great many of them are disappointed with 
the lack of opportunity for integration that they find when they do 
come from the East. I do not have any facts, however, as to the num- 
ber who return. 

Mr. Hays of Ohio. That is all. 

Mr. Morean (presiding). Mr. Donovan. 

Mr. Donovan. No questions. 

Mr. Morgan. Mr. Jarman. 

Mr. Jarman. No questions, Mr. Chairman. 

Mr. Morgan. Mr. Selden. 

Mr. Sexpven. No questions, Mr. Chairman. 

Mr. Morean. Mr. Byrd. 

Mr. Byrp. No questions, Mr. Chairman. 

Mr. Morean. Mr. Pilcher. 

Mr. Pricuer. No questions. 

Mr. Morean. Mr. Williams. 
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Mr. Wriu1aMs. No questions. 

Mr. Morean. Dr. Judd. 

Mr. Jupp. You said, Mr. Schneider, that you do not support the 
military provisions. Do you oppose them ? 

Mr. Scunerper. In principle, we do. 

Mr. Jupp. Do you think you would have much opportunity to carry 
out the economic and social provisions which you do approve, if there 
were not the military aid to enable them to stay outside the Iron 
Curtain ? 

Mr. Scunerer. I think it would be a very interesting venture to 
attempt. 

ag It already has been attempted. We tried it in Korea, 
you will recall, or in South Korea. We pulled our forces out of South 
Korea and increased our economic aid, to show that everything would 
be sweet and lovely. Their economic condition was much better in 
South Korea than in North Korea. And economic and social develop- 
ment was supposed to increase the nation’s security. But, of course, 
it jeopardized that security because it made South Korea so much 
more desirable a target, and the North Koreans promptly moved in. 

I do not want to get into an argument on that, but I think each is 
necessary—both are necessary, if either is to succeed. I will put it 
that way. 

Mr. Scunemer. What I am concerned about is the too easy assump- 
tion we tend to make generally, that the military defense effort will 
solve the problem. — 

Mr. Jupp. I do not think such an assumption is made around this 
table at all. It may be a popular assumption, but you see, if you look 
at history, that we started in Europe with an economic program to 
solve its problems. Then we were driven to a military program also 
because the success of the economic program reduced their security. 
Conversely, without security, the people would not make their maxi- 
mum effort. They would not bring out their hoardings. They did 
not have confidence. Only after there was enough military effort 
and increased strength to give them a sense of security, were they will- 
ing to make all the economic effort of which they were capable. As 
they got greater security, it became clear, as some of us predicted, 
that they had enormously greater economic resources of their own 
than were visible before, so we actually needed only $12 billion of the 
$17 billion economic aid that it had been felt was the minimum 
necessary. 

Indeed it was an interesting venture. We tried it. It did not 
work. So we were driven to add the military program, however re- 
Juctantly, to enable the economic program to succeed. 

Mr. Scunewer. I would not argue that what I would propose would 
happen miraculously or easily. I would feel that certain political 
settlements would have to be reached in order for there to be a favor- 
able climate for the kind of development that I propose. 

Mr. Jupp. The only time we have been able to get anywhere at all 
toward political settlements is where the other side is under consid- 
erable pressure from our economic and military strength. 

Thank you. 

Mr. Morean (presiding). Mr: Carnahan. 

Mr, Carnanan. Of this residual group of displaced persons, do 
you have what is their average stay in the camps? 
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Mr. Scunemer. No; I donot. For the most part, these are people 
who have been in camps since their arrival in the West, the duration 
of their stay varies, depending upon when they arrive. 

Mr. Carnanuan. It would be perhaps 4 or 5 or 6 years? 

Mr. Scuneier. Yes. 

Mr. CarnauHan. Could it be 10 years? 

Mr. Scunewer. It could be 9. 

Mr. Morgan (presiding). Mr. Donovan. 

Mr. Donovan. In your estimation, what proportion of the refugees 
still left in the camps in Europe are there because of physical and 
mental handicaps in the absence of which they would have been taken 
care of or removed to other countries? 

Mr. Scuneiper. I think the estimate is about 5,000 who require insti- 
tutional care and the prospect is that with this kind of help, the others 
could be integrated or resettled. 

Mr. Donovan. With institutional care the 5,000 or the balance of 
295,000 8 

Mr. Scunemer. No, the 5,000 would require institutional care. 

Mr. Donovan. How about the others? 

Mr. Scunewer. They can be integrated, absorbed, assimilated, and 
resettled. 

Mr. Jupp. Will the gentleman yield? 

Mr. Donovan. Certainly. 

Mr. Jupp. We had testimony yesterday afternoon that about 13 out 
of 15 of the total number of refugees have now been relocated and the 
harder problem is these last 2 out of 15. They are the tough ones, as 
Mr. Schneider has pointed out. 

Mr. Donovan. I ow nothing further. 

Mr. Morean (presiding). Any further questions? 

Thank you, Mr. Schneider. 

Mr. Scunemer. Thank you very much. 

Mr. Morean. Rabbi Philip S. Bernstein, chairman of the American 
Zionist Committee for Public Affairs. 

Go right ahead, sir. 


STATEMENT OF RABBI PHILIP S. BERNSTEIN, CHAIRMAN OF THE 
AMERICAN ZIONIST COMMITTEE FOR PUBLIC AFFAIRS 


Rabbi Bernsrern. Mr. Chairman and members of the House Com- 
mittee on Foreign Affairs, we respectfully urge your committee to 
approve the authorizations contained in the 1955-56 mutual security 
program for development assistance, technical cooperation, and con- 
tributions to the United Nations. 

We are primarily interested in stimulating economic development, 
raising living standards, and resettling refugees, both Jewish and 
Arab, in the Near East. We believe that this program can advance 
two major objectives: An Arab-Israel peace and the strengthening of 
the free world in this area. 

We are not able to bring you firsthand observations on the progress 
of this program in the Arab countries. But we can report that 
American friends of Israel and America’s host of friends inside Israel 
itself are deeply gratified by the extent and effectiveness of the Ameri- 
can economic and technical assistance programs in Israel. In this con- 








MUTUAL SECURITY ACT OF 1955 599 


nection, we wish to acknowledge with appreciation, the fact that this 
committee has consistently supported economic aid to the Near East 
since it began in 1951. Your committee has never once voted to reduce 
the authorizations for this area. The record vindicates this judgment. 

As far as Israel is concerned, the American Government rescued 
that Government from financial crisis in 1951 when hundreds of thou- 
sands of refugees were pouring in from Europe, [raq, and other Mos- 
lem countries in North Africa. 

Since that time, Israel has made consistent and concrete progress, 
increasing production, boosting exports, and steadily reducing her 
dependence on imports from abroad. This progress has made it 
possible to cut the aid program. It was $73 million in 1953; $52 mil- 
lion in 1954; $40 million in the current year and, we understand, it is 
cut again this year. How much it will be cut has not been disclosed 
to us, but we want to emphasize that Israel still needs our help. While 
she has made progress and there is now hope that she can attain eco- 
nomic independence in the foreseeable future, it would be a mistake 
and it would undo much of the good that has been done by our aid 
program if Israel were to be cut prematurely and drastically at this 
time. 

President Eisenhower has reported to Congress that our aid 
measures— 
have formed a significant part of Israel’s progress and have contributed impor- 
tantly toward the maintenance of a going national economy. United States 
development assistance and technical cooperation have played a major role in 
the tripling of the land area under irrigation since the State was founded, in 
the doubling of agricultural and industrial production and power-generating 
eapacity, the reduction in the trade deficit by $75 million in 3 years, and the 
settling of nearly 700,000 immigrants in permanent or semipermanent quarters. 


Nevertheless, the President pointed out that— 


despite its growing achievements, Israel continues to face a troublesome finan- 
cial situation. Its trade deficit of over $200 million and external debt of over 
$400 million make it most difficult for it to pay from its own resources for the 
essential commodities and capital items needed to sustain an adequate rate of 


development * * *, 

Moreover, while Israel has gone a long way in resettling the 700,000 
refugees who came into the country, immigration into Israel has been 
resumed as a result of tension in North Africa. This migration does 
not begin to approximate the size and extent of the great influx within 
the 3 years after Israel was established. Furthermore, Israel is in a 
much better position to receive the refugees than she was in her 
early years. Nevertheless, Israel does continue to need our help. 

I have recently returned from an intensive 3 weeks’ visit to both 
Morocco and Israel. North Africa is now the chief source of immi- 
gration into Israel. The plight of Moroccan Jewry and the conse- 
quent problems of their resettlement in Israel underline the signifi- 
cance of our American economic and technical assistance program. 

Moroccan Jews, living in a Moslem country, have always remained 
a depressed element in the population. Economic and social condi- 
tions in the Mellahs, the ghettos of Casablanca and Marrakesch, as 
well as in the many villages in which Jews live, are appalling. The 
common practice is for a large family to live in a small room devoid 
of ventilation and sanitation. Trachoma and tinea and tuberculosis 
are rife. When one crosses the line between modern Casablanca and 
the Mellah where 50,000 Jews live, he reverts a millenium in time. 
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And now new tensions in North Africa have gravel gravated 
the problems of the Jews. They are caught in the middle of inflamed 
passions and violence and have already suffered much. 

On August 3, 1954, seven Jews were massacred by Arabs in the town 
of Petitjean. Because of this danger to themselves and their children, 
because of the historic degradation imposed on them in Morocco, be- 
cause, as they said to me, “Israel now exists,” many Moroccan Jews 
now desire to settle in the new Jewish State. Although it is likely 
and right that a substantial number of Jews will remain in Morocco, 
it is also probable and understandable that the majority will probably 
want to emigrate to Israel. 

Now then, look at the problem from the Israel point of view. Here 
are tens of thousands of Jews entering modern Israel from a back- 
ward, depressed level of living. They need hygiene and sanitation. 
They need technical and occupational reeducation. They need homes, 
they need work, they need land, they need cattle and tools. 

No longer is Israel content to gather vast numbers of unselected 
immigrants into reception camps and temporary work camps as she 
was compelled to do in the spectacular influx of 1948-51. This was 
demoralizing and costly in money and morale. A new system has 
been devised. Today the prospective immigrants are carefully 
screened in their own villages or cities. They are given such assist- 
ance as they may require to make them eligible for immigration. 

Then when they arrive in Israel, they are immediately transferred 
in pasa groups to the villages, the colonies, the towns where homes 
and work are awaiting them. Most of them go down into the Negev, 
the fabulous wasteland of the south. They will move immediately 
to their own home and go right to work on their own little piece of 
land. They may already find a cow, machinery, water, available for 
them. This is practical humanitarianism raised to the level of social 
statesmanship. 

There is hardly a stage in this process of settlement in Israel at 
which American technical assistance has not played an important 
role. Ihave seen dikes and restraining dams, constructed with Ameri- 
can technical aid, which spread over large areas of land the torren- 
tial streams which rush down the wadis during the winter. Thus 
the ground penetration of perhaps a foot of water insures green 
fields in May and June and crops to sustain the settlers. 

The exchange of technical knowledge, skill, and knowhow has been 
helpful with the housing problem. As to public health, a group of 
sanitation experts from Tel Aviv, Haifa, and Jerusalem have come to 
America to bring back to Israel the benefits of our experience. 

Israel and American technicians are training Jewish cowboys. 
A training ranch in northern Galilee is preparing a group of young 
Israelis to ride herd. Quality stock has been imported to breed with 
native cattle, grass seed is being provided from a special farm near 
Ashkalon. Fields of alfalfa are irrigated to sustain the cattle 
through the dry summer months. Thus, our technical assistance pro- 
gram is helping Israel to become self-sustaining in her meat supply. 

Public health teams are setting up health centers that ena * the 
new settlers to become productive citizens. Advances in American 
medicine and public hygiene are quickly related to Israel’s needs. 

There is also investment of faith in the future. The Negev once 
held a large and prospering population. Now it is desolate. Can it 
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be reclaimed? Here are the natural resources of phosphate, manga- 
nese, and copper. Once the copper mines of the Negev added to the 
wealth of Solomon. Can these resources not be tapped again? And 
what about oil? Under our technical assistance program an Ameri- 
can firm is bringing expert knowledge and American experience to 
bear on these problems and these hopes. 

Thus the exchange of technical knowledge has been enormously 
helpful to Israel in increasing production, in exploiting natural re- 
sources, in the far-sighted development of industrial potential, and 
thus in absorbing large numbers of impoverished immigrants who 
might oherwise become unsupportable burdens on the new state. 

This help is still urgently needed at the present time. Israel has 
tripled her population in a few years. She has been compelled by 
Arab intransigence to devote a large part of her budget to defense. 
She has been compelled to deal with innumerable economic, political, 
und social problems of the greatest magnitude. American economic 
and technical assistance, confirming the historic friendliness of the 
United States to Israel, has helped the new state to survive and to 
raise its standard of living. 

In our view, economic aid and technical assistance to the Arab 
countries promote political stability, stimulate an interest in the im- 
provement of living conditions, reduce domestic discontent and thus 
open the way to Arab-Israel reconciliation. We, therefore, believe 
that it is important to continue such aid programs and we are espe- 
cially interested in the authorization for relief and resettlement of 
Arab refugees. For the first time, there is some prospect of definite 
progress toward resettlement of a substantial number of these refugees 
in Arab countries. It would be most unfortunate if the solution to this 
problem, now that it may be in sight, were affected adversely by lack 
of funds. 

But while we favor continued economic aid in this area, we must 
record our strong opposition to any and all programs for military 
assistance in advance of a peace settlement. It is our understanding 
that military assistance in this region is now being limited to Iraq and 
that no arms will go to either Israel or to the Arab countries which 
share her frontier. 

We do not wish to enter into an extended discussion of this issue. 
But the conflict between Israel and the Arab States is not limited to 
frontier clashes. It is deeper and broader. The Arab States still 
refuse to accept the fact of Israel’s existence and to negotiate with her. 
They maintain political, economic, and propaganda war against her. 
Iraq has been the leader in this war against Israel. Her troops in- 
vaded Israel in 1948, despite the lack of a common frontier, because she 
has access through Syria, or Jordan, which, incidentally, gets arms 
from our ally, Britain. 

We have believed, and we continue to believe, that supplying arms 
to any of the Arab countries before they make peace with Israel per- 
mits them to draw the inference that we do not regard peace as a prime 
necessity. We need not enlarge on this point. Our views are well 
known to you. 

I should report to you, however, that when I was in Israel not long 
ago, I was deeply disturbed by the interpretation which the people of 
Israel put on this policy. They are bewildered, not only by our uni- 
lateral arms policy, but also by the system of alliances which has been 
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developed in the area, and which we have been encouraging. — It is a 
startling fact that, while most of the countries around Israel are either 
leagued with each other, or in some way leagued with Western Powers, 
Israel stands completely alone and has no alliances with anyone. 

Under these circumstances, it seems to us that we should be think- 
ing in terms of a defense agreement between America and Israel. 
This would be logical and understandable. The advantages to Israel 
are clear and obvious, for Israel needs the reassurance of the western 
democratic powers, especially the United States. But there would also 
be very real benefits to the United States. Israel is democratic and 
Israel is strong. The Israelis will fight to the last man for their own 
freedom and to fulfill commitments to the free world. In our judg- 
ment, such an agreement would be the most effective means of achieving 
stability and peace in the Near East because it would make it clear 
that we are opposed to renewed fighting and that we want peace. This 
would redound to the benefit of our own country and the free world 
for Near East stability would mean regional development and trade, 
and the establishment and consolidation of an effective system to de- 
fend the free world. 

I was director of the Jewish chaplaincy program for the Armed 
Forces of this country during Worid War Il. We had 311 rabbis 
in American uniform, serving with American troops wherever they 
went, and early in the war, our rabbis began to have contact with the 
results of what Hitler was doing to the Jews. They would come in 
contact with refugees in the Pacific, Australia, later in the Philippines 
and North Africa, and then some 10 or 1014 years ago as our American 
armies were liberating Europe and particularly Germany they came 
in contact for the first time with the whole dreadful picture of the 
slaughter of 6 million, and all the unbelievably cruel things that 
were part of the Nazi program, at the time. 

I had this direct contact with what was happening to the Jews of 
Europe, the terrible losses, the few remaining survivors they en- 
countered. 

After the war, the United States Army was confronted with the 
problem of taking care of the displaced persons in Europe. General 
Eisenhower found it necessary to summon some assistance particularly 
in handling the Jewish refugee problem, because we had something 
like a quarter of a million of these pathetic survivors, who came into 
our camps, the American camps in Germany and Austria. He asked 
the President and the State Department to make available to him an 
adviser on Jewish affairs. For a short time, Judge Simon Rifkind 
of the Federal bench occupied that post. I was asked to serve in that 
capacity in Europe in 1946 and 1947. I was adviser on Jewish affairs 
to General McNarney who was the commander in Germany for most 
of the time I was there and General Clay who succeeded him, General 
7 as Clark in Austria, and General Jeffrey Keys who followed him 
there. 

There, we dealt with the displaced persons. There, we dealt with 
their immediate tragic problems, and with the whole problem of 
resettling these people and what could be done with them. They 
could not return to the places from which they had come, either be- 
cause it wasn’t safe for them to go back or because they had no desire 
whatsoever to return to the scene of their misfortunes. Ultimately, 
when the State of Israel came into existence, most of them got to 
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Israel.. They had their resettlement problem immediately solved 
when Jews had control of immigration into Palestine. 

I was very much concerned with the fate of these people. I had 
lived with them; I had touched their lives during the war and im- 
mediately after the war. I went back to Israel on several occasions 
and sought them out to see what was happening to them. 

What I would like to get across to the committee tonight is that 
American aid, American economic and technical assistance—that 
which brings me here tonight—played a major role in solving the 
problems of these people. 

I remember in 1951, almost the same time when you voted this type 
of assistance for the first time, the overwhelming problems that they 
were dealing with in Israel. The people just poured out of the camps 
in Europe because now at last they had a place to go to. They were 
. taken into vast reception centers. They were placed in dreadful 
camps, with little opportunity for normal work, with inadequate food 
and housing and care. 

The economic problems of the country, which was tripling its popu- 
lation in 8 or 4 years, were almost insuperable. 

I would like you to know that American economic and technical 
assistance, as much as any other factor, enabled Israel to survive that 
difficult period, to absorb these people, to build up what promises to 
be a healthy and self-sustaining economy in the course of years, and 
that essentially solved this problem as far as the Jewish displaced per- 
sons are concerned. 

The assistance this Government provided through these funds 
helped to irrigate the land; it helped make electric power possible; it 


helped make possible vast projects for housing. It improved the 

whole transportation system to the country. It helped to build up 

industry by mares Israel’s technical people come over here and hav- 
n 


ing American technical experts come over there. It has helped to 
irrigate and cultivate and settle the Negev, the vast southern waste- 
land of Israel so that one of these days it is going to be another south- 
ern California. American assistance helped to do that. The people 
of Israel are profoundly grateful for it. American Jews and Amer- 
ican non-Jews, who have been in touch with this problem, know what 
the tragic realities were and what the hopeful realities are, today. 
They are more grateful than I could possibly say in words. 

I speak with special feeling at the moment because I went back to 
Israel again a couple of months ago and saw the changes that had 
occurred since 1951; the improvement in the whole economy and in 
the standard of living. I refer also to the improvement in the absorp- 
tion of refugees who are coming in. They are no longer coming in out 
of Europe, where we were dealing with this problem in 1951, but now 
they are coming out of north Africa where the Jews are caught in the 
struggle between the Arabs and the French, and are actually fleeing 
for their lives, just as we saw them fleeing from Poland immediately 
after the war. 

And now, instead of being accepted into these vast camps that were 
demoralizing, when a Moroccan family, which has already been 
screened in Morocco, comes to Israel, they are moved directly from 
shipside to Haifa to some village, where a piece of land is waiting 
for them, where a little house is waiting for them, where machinery 
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is waiting for them, where tools are waiting for them, where animals 
are waiting for them. They go to work without the slightest delay. 
There is no demoralization. They immediately become creative, pro- 
ductive, self-respecting citizens of the State of Israel. 

To my thought, this is not only a vast humanitarian contribution, 
but it is also a contribution to peace, because it is building up a healthy 
democracy in that area, and, as we all know, communism makes its 
inroads where there is economic destitution, chaos, and suffering. 

It is a contribution to peace, it seems to me, because it is stabilizing 
the life of the people in Israel, and stabilization and normalization 
tend to make for peace, rather than for war. 

I believe it is also—although of this I cannot speak from personal 
experience—a contribution to peace, because of what it is doing to 
raise the Arab standard of living in the Arab countries. Jews want 
the standard of living for Arabs raised. Jews would like to see the - 
Arab masses raised to a level equal with their own, because they know 
that is the way to peace. That is the way to a healthy situation in 
the whole area. 

Jews do not want to see funds of this type used for military pur- 
poses. They do not want to see them placed in the form of arms 
in the hands of Arab nations that have not yet made peace with 
Israel and threaten to use arms that they get against Israel. 

But the Israelis and Jews of this country, and I think all people 
with any vision and understanding, would like to see the Arab nations 
get the same type of help, and in whatever quantity, whatever measure 
required, to raise the standard of living and to make a contribution 
toward peace. So that I express to you for the people of Israel 
whom I encountered, and particularly the people whom I came to 
know as displaced persons in Germany, and now have seen as the 
self-respecting citizens of the State of Israel, I express it for the 
American Zionist Movement, which I head, at least in this capacity 
us chairman of its committee on public affairs, I express a profound 
gratitude for what has been done, and I appeal for a continuation 
of this assistance in whatever degree is required in the near future. 

Mr. Morean (presiding). Thank you, Rabbi Bernstein. 

You spoke of this influx of Jews from north Africa. Are they 
really leaving north Africa because they are persecuted or is it because 
they sympathize more with the French ? 

Rabbi Bernsrern. Mr. Chairman, I think it is a complicated prob- 
lem and it can’t be described quite as simply as that. Jews have 
been second- or fifth-class citizens in most of these countries in 
that region for many centuries. This is apart from the problem of 
the Arabs with the French. Until now, the Jews had no alternative 
but to stay in these depressed conditions, but if you talk to them 
now, as I did a couple of months ago, and say, “Look, you have lived 
here for centuries in these conditions. Why now do you want to 
move ?” 

Well, they will tell you it is because of violence around them. 
They will tell you because they can’t walk on the streets at night 
with any degree of safety. They will tell you that they are con- 
cerned about the future of their children, but they will also say, 
“Now Israel is. Now we have a place to go, so we want to go.” 

Mr. Morean. Rabbi Bernstein, this committee, as you stated in 
your statement, has always supported the appropriations to Israel. 
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In 1953 there was $73 million; in 1954, $52 million; and in 1955, 
$40 million. I am almost certain there will be something worth- 
while in this new program. 

Mr. Carnahan. 

Mr. CarknAHAN. Rabbi, is Israel in a position to take care of the 
number of refugees who insist on coming from north Africa? And 
how long can Israel continue to absorb the refugees coming in from 
the outside ¢ 

Rabbi Bernstern. The question of absorptive capacity is one which 
troubled the British when they had the mandate over Palestine and 
it concerns thoughtful people, today. But as it was learned in the 
period when the Jewish state came into existence, absorptive capacity 
is a fluid, a dynamic process, and not a static process. 

A piece of land abused, neglected, plowed with a wooden plow, can 
take care of only somany people. The same piece of land with hydro- 
electrification can take care of 10 or a hundred times as many people. 

Or a sand dune can accommodate nobody. Put on that sand dune, 
as you find now in Ashkalon, for example, near the Gaza Strip, a 
great factory manufacturing pipes for irrigation. What was nothing 
3 or 4 years ago is now a town of 20,000. 

The people of Israel are not concerned with the problem of absorp- 
tive capacity. Unfortunately, Hitler eliminated that as a serious 
problem, because he destroyed 6 million Jews. And the numbers that 
are now available for immigration are relatively small. 

Mr. CarnaHAn. That is all, Mr, Chairman. 

Mr. Morgan (presiding). Dr. Judd 

Mr. Jupp. No questions, except to assure the rabbi that there is no 
(lisposition that I know of in this committee to reduce the assistance 
io Israel that we have given in the past. The program originated 
right here in this room—I mean the program of American assistance. 
I am sure we will continue to provide the amounts demonstrated to be 
reasonable and necessary. 

Thank you. 

Rabbi Bernsrern. I am very happy to hear that. 

Mr. Morgan (presiding). Mr. Burleson 

Mr. Burteson. Thank you, Mr. Chairman. 

Rabbi Bernstein, let me first say that I highly respect what you 
have to say. With reference to your opposition to arming of Iraq, do 
you have confidence that the State of Israel would be able to defend 
itself against possible Soviet aggression, or against aggression in 
the Middle East ? 

Rabbi Bernsrern. Congressman Burleson, let me say it is obviously 
a complex problem, with many facets. Let me say that I, personally, 
and I believe that Jews generally, are very much concerned with the 
total problem of Soviet aggression and very much respect the motives 
which have led to the sending of some arms to Iraq; namely, to build 
up defenses against the aeenalieg of Soviet aggression. 

Mr. Burveson. I am sure you must. 

Rabbi Bernstein. The problem with regard to the arming of the 
Arab States at this point les in the fact that the Arab States in gen- 
eral, and Iraq in particular, have not yet been ready to accept Israel 
as a fact and have not yet been ready to come to any kind of terms 
with Israel. In fact, Iraq hasn’t even signed an armistice agreement 
with Israel and on various occasions—even recently when the 
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Egyptian Premier threatened the possibility of war over the Gaza 
situation—the Iraq Government said the same type of belligerent, 
hostile, warmongering things which would lead to the conclusion that 
if given the opportunity, the arms we believe we are sending against 
Soviet aggression would be used once again to invade the Jewish State 
and to kill Jews. 

To what extent Iraq is dependable as an ally, I don’t feel qualified 
to answer, but I think we have every reason to raise very serious ques- 
tions on the basis of the record. But I feel particularly that we have 
reason to insist that Iraq, in order to receive arms, give up a policy of 
belligerence toward the State of Israel, in which they actually threaten 
to use those arms. 

Mr. Burieson. Of course, the Arab States are fearful of Israeli 
expansion—what they feel to be a necessity of the expansion of Israel 
by the influx of a great many refugees. That is their viewpoint, of 
course, as you well know. 

Rabbi, may I ask you this: There are, as I understand, certain 
budgets for the Zionists and their affiliates in this country, of some- 
thing near $1 billion in contributions to Israel, for the calendar year 
1955. 

Rabbi Brrnstern. If you will be good enough to complete your 
question, then I will try to be helpful. 

Mr. Burueson. I probably didn’t make it clear. 

As I recall from press reports, there is a compaign on in the United 
States to raise about a billion dollars for Israel during 1955. Is that 
correct ? 

Rabbi Bernsrern. No; that is not correct. 

Mr. Burieson. Then what is it? 

Rabbi Bernsrern. Funds for Israel of the type which you are now 
discussing, are raised not through the Zionist organization, but 
through the United Jewish Appeal. 

The United Jewish Appeal raised not $1 billion this year, but some- 
thing over $100,000. 

Now the funds raised are not actually used for Israel. They are used 
for relief outside of Israel and they are used for resettlement of people 
who come to Israel. Do I make the distinction clear? 

Mr. Burieson. No: you do not. 

Where are they used outside of Israel ? 

Rabbi Brernsrern. Let’s take Morocco as an example. Here is a 
very depressed community. You have never seen the appalling pov- 
erty, for example, of Morocco, of the ghettos, where, as in Casablanca, 
50,000 people are crowded into a tiny area, living 10 and 15 in 1 room, 
in the most incredible conditions of misery, disease, and ignorance, the 
most awful conditions that I think I have ever encountered in time of 

eace. 

The Joint Distribution Committee has a program of medical care in 
Morocco. They are fighting the problem of trachoma, of tuberculosis, 
of tinea. They are engaged in a program of education so that these 
youngsters will be saved from the terrible ignorance and backward- 
ness of their parents. They are engaged in programs that have to do 
with feeding. For example, we saw in Casablanca a tremendous sta- 
tion where they provide milk for babies, out of the funds raised by 
the United Jewish Appeal. And that type of program is carried out 
wherever there are nat among Jews, outside of Israel, now. 
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Mr. Burtxson. Forgive me for interrupting, but you don’t mean 
to say shat the United Jewish Appeal does not send funds directly to 
Israel ? 

Rabbi Bernstein. Let me finish—I am going to answer your ques- 
tion, because I would like you to understand the realities of the situa- 
tion. 

I start by saying to you, in answer to your question, that the United 
Jewish Appeal— 

1. Provides relief, medical care, for needy, destitute Jews, wherever 
they may be, outside of Israel. 

2. The United Jewish Appeal arranges for the resettlement of 
those people in Israel. Now what does that mean? Here is a family 
in a hill village that I saw 20 miles from Marrakesch. They want to 
get out because they are afraid for their lives and they want to go 
to Israel. The United Jewish Appeal has a staff working in there; 
medical, social workers, feeding—whatever the problem may be—to 
determine whether they are eligible for emigration to Israel, to give 
them whatever help they may need to make them useful when they 
get to Israel. 

- Then they are taken to a central camp where, again, there is proc- 
essing. Then they are put on a ship and they are then transported 
by that ship, first to Marseille, and then to Haifa. 

The whole process of resettling a family from Morocco to Israel, 
depending on the size of the family, may cost from $5,000 to $10,000 
for just 1 family. 

In addition, the United Jewish Appeal in Israel has an apparatus 
known as Malben, That is a humanitarian enterprise which provides 
in Israel various types of social services: Homes for the aged, insti- 
tutions for the tubercular, care for people with mental disease or 
with heart disease. That is the type of service rendered by the United 
Jewish Appeal. 

The United Jewish Appeal does not give money to the State of 
Israel, The United Jewish Appeal does not give money for the 
defense program within the State of Israel. The United Jewish 
Appeal does not give funds for the purpose for which you have 
allocated funds, and that is for land reclamation, or irrigation. 

The United Jewish Appeal is essentially the Jewish Red Cross. 

Mr. Morean (presiding). Your time is up, Mr. Burleson. We will 
come back to you. 

Mrs. Church: 

Mrs. Cuurcn. Thank you, Mr. Chairman. 

Rabbi Bernstein, it is because of the objectivity of your statement 
that Iam asking you the following question: You probably have given 
hours of thought to a possible solution of the Arab-refugee program. 
Could you give us any direction on that? 

Rabbi Brernstern. Mrs. Church, you bring up a very profound and 
a problem and I could not do justice to it in the few minutes 

1ave, 

I will try to answer your question briefly and therefore superficially 
and give you my opinion. In my judgment—I will not go into why 
it happened or how it happened, for there is no time, now—a pro- 
found, epoch-making change occurred in the Near East when the 
State of Israel came into existence. As a result of what happened, 
the war, the establishment of the State of Israel, the unremitting 
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hostility that has followed it, the hope for the Arab refugees in my 
judgment is in Arab countries. The hope for them is in countries that 
will be sympathetic to them, where they will feel at home, where they 
will be among people who speak their own language, whose way of 
life is similar to their own, whose aspirations are similar to their own. 

Their place, in my judgment—without going into the whole historic 
background—is not in the State of Israel which in these years has 
become a Jewish state, and where their hostility would make them 
essentially a fifth column and a threat to the security of the state, 
where there would continue to be hostility, distrust, suspicion, ill will. 

The practical solution of the problem hes in resettling them in Arab 
countries where there is plenty of land, where there is no problem of 
absorptive capacity, and for resettlement they should get not only 
funds from our country, from the U. N., but also from Jews. 

I should like to see compensation—and I know there will be—when- 
ever the Arabs are ready to talk seriously about the problem. And 
there will be compensation, given by Israel in particular and the Jews 
of the world in general, toward some humane solution to the problem. 

Mrs. Cuurcu. Do you think that as a state the State of Israel would 
participate in that kind of aid? 

Rabbi Bernstein. Without any question. The State of Israel is 
10t disposed to accept these refugees back into the State of Israel, 
because it knows that that is the way to endless irritation, ill will, 
lack of security, bitterness, and so on. But the State of Israel will 
gladly, I am convinced, participate in the program, in the financial 
program, for compensation and for resettlement. 

Mrs. Cuurcu. From your knowledge of the situation, do you feel 
that Arabs would be willing to go, if such provision was really made? 

I will not ask you any more difficult questions. 

Rabbi Bernstrern. No; I wish you would. I only wish we had 
hours to talk, but I do not want to abuse my privilege of speaking 
here. 

I have not been in the Arab refugee camps and I cannot speak from 
personal knowledge, but I have had a great deal to do with refugee 
problems in this period, during and after the war. 

My own feeling is that the time comes when a displaced person 
wants to be resettled—when the demoralizing situation becomes almost 
catastrophic. It is my opinion, in fact, right now, that were it not for 
political direction from above by top-level Arab leadership the rank 
and file of the Arab refugees would even at this time be willing to 
undertake such a program. 

Mrs. Cuurcn. Thank you very much. 

Thank you, Mr. Chairman. 

Mr. Morean (presiding). Mr. Hays of Arkansas 

Mr. Hays of Arkansas. Rabbi, I am sorry I was not here when you 
presented your statement, but I would like to ask you a little about 
the policies of the Israeli Government with reference to freedom of 
religion. Sometimes I fear that false impressions are gained about 
this policy. Is it correct that there is freedom of worship and freedom 
of religion ? 

Rabbi Bernsrern. This, too, is one of those complicated historic 
questions which I cannot begin to do justice to in a moment, but I 
will try to answer it as briefly as I can. 
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Mr. Hays of Arkansas. I think it is a relevant question. If it 
is not, I will not ask you to comment. 

Rabbi Bernstein. | only apologize for the brevity and superficiality 
of the answer. 

These problems cannot be understood apart from history. The 
history of this situation is that, first, under the ‘Turks, and subse- 
quently under the British, established religions represented the pat- 
terns in Palestine and in that whole area. 

The Turkish Government, if it wanted to deal with a Jewish mar- 
riage or divorce, referred it to the Orthodox rabbi. 

If it was a Catholic problem it went to the Catholic Church. If it 
was Greek Orthodox, it went to that church, or the Abyssinian, and 
so on. 

When the British took over from the church, they knew this was a 
delicate problem and they perpetuated this system. 

When the State of Israel came into existence, confronted with all the 
most urgent immediate problems of survival, of food, of Arab hostil- 
ity, of the absorption of these vast numbers of destitute people who 
were coming in, they avoided an early resolution of this problem, 
because they did not want to project a kulter kampf into Israel at 
the very beginning when they had other problems to deal with. 

At this time, there is still an established Moslem Church; there are 
still established Christian churches, and there is still the established 
Orthodox rabbinate, with whom and through whom the government 
deals on all religious matters affecting Jews. 

The intent of the people of Israel and the Government of Israel, I 
can say on the basis of my contacts, observations, and innumerable 
discussions, there, is for an ultimate resolution similar to that which 
we have in this country, by which there will be complete separation of 
church and state, and by which there will be complete freedom of 
conscience for the individual. 

At the present time, there is freedom of conscience for the indi- 
vidual. At the present time there is no theocracy. At the present 
time there is no need for a Jew either to be religious or not religious, 
or to have one kind of religion or another kind of religion—that is 
purely a matter of his personal conscience. 

But on the formal matters that churches are responsible for, such 
as marriage, divorce, inheritance, the State of Israel has continued up 
to the present, the historic situation by which it deals with these 
established religious institutions. 

Mr. Hays of Arkansas. I am very glad to get that description. I 
was referring to the possible irrelevancy of the question because I 
would not imply that I feel America in extending aid should impose 
its own standards even in a matter so basic as freedom of religion, 
because actually we know that that is a relative element in many of 
the countries whose independence we respect. 

_ Yours is an enlightened statement and there is reason for our 
inquiring about it in this broader sense of protecting individual 
liberty. 

Religious persecution is one thing, full freedom is another. 

I have one other brief question: I have met the Chief of Mission of 
Israel and was quite impressed by his performance in the technical 
assistance program. 

I assume you regard this as a vital part of it? 
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Rabbi Brernsrern. I have also met Mr. Hale, and I hold him in very 
high regard. The people of Israel love him. 

Mr. Hays of Arkansas. I wish every country could get that type 
of person to be in charge of our mission because he can give our 
program the right interpretation. 

Rasst Bernstein. I think he shows a combination of humanitarian- 
ism and practicability which is rare and very precious. His approach 
is completely constructive and nonpolitical. He represents the best 
of America. He represents America at its best in Israel. 

May I make just one other comment lest I be misunderstood on the 
religious question: There is no problem whatsoever on the question of 
freedom of religion among Christians or Mohammedans. There are 
problems, however, strangely enough, for a person like myself. Tama 
reform rabbi. I am of the liberal variety. In Israel the orthodox 
rabbi is accepted by Government and therefore reform groups like 
my own have problems. In my judgment they are not insuperable 
problems. They are planning to send over representatives to help 
build up an indigenous liberal movement there. There were many 
problems that had to be ironed out in the early stages in our country 
and had to be taken in order. That is one that will be resolved there 
in due course. 

Mr. Hays of Arkansas. Thank you very much. 

Mr. Morean (presiding). Mr. Hays of Ohio. 

Mr. Hays of Shio. Rabbi, I got the distinct impression that the 
Arabs do not want to settle this refugee problem on the basis of 
resettlement within their own borders, no matter who pays for it. Do 
you care to comment on that? 

Rabbi Brernstern. Well, I am glad that you said that rather than I. 

Mr. Hays of Ohio. I said it was an impression. I hope it is wrong. 

Rabbi Brrnsrern. I did not come here to attack Arab leadership 
and I do not want to because it seems to me that there should be no 
basic difference between Jews—between Israel and Arabs—on the 
purposes of this program, because we want maximum possible eco- 
nomic assistance to the Arabs to raise their standard of living. But, 
since you raise the question, I would like to say that it is also my 
impression that the present Arab leadership does not want the refugee 
problem solved, because, in its present form, it is a weapon in their 
hands. By keeping this vast number of Arab refugees in the Gaza 
strip, for example, they maintain a state of hostility toward Israel, 
a state of tension. They make it necessary for the Israelis to spend 
a large part of their budget on arms. They are trying—and this is 
something to be said in connection with your program—they are try- 
ing to wear down the Israeli economy. If they can keep it unbalanced 
by forcing excessive military expenditures, they can make the economy 
unhealthy. Therefore, it seems to me that whatever helps to make 
for economic stabilization helps make the peace. 

Mr. Hays of Ohio. That is all. 

Mr. Morean (presiding). Mr. Donovan. 

Mr. Donovan. No questions, Mr. Chairman, except to say to Rabbi 
Bernstein that in the short time I have been a member of this com- 
mittee and during all the time that I have attended hearings on this 
bill now before us, there has been no intimation that any arms or 
military assistance would be extended to any of the Arab countries 
that are contiguous to Israel. 
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That is correct; is it not? 

Mr. Jupp. Yes. 

Mr. Donovan. That is all I wanted to say. 

Mr. Morean (presiding). Mr. Jarman. 

Mr. JARMAN. p have no questions, Mr. Chairman. 

Mr. Morgan. Mr. Byrd. 

Mr. Byrp. I have no questions, thank you. 

Mr. Morean. Mr. Selden. 

(No response.) 

Mr. Morgan. Mr. Pilcher. 

Mr. Prtcuer. No questions. 

Mr. Morean. Mr. Williams. 

(No response. ) 

Mr. Morean. Mr. Burleson, do you want to continue ? 

Mr. Burugson. Mr. Chairman, I would like to get this matter 
correctly stated, if I may, because if I am wrong, there are some 
other people wrong, and the record should be corrected. 

You say, Rabbi, that funds from private Jewish agencies in the 
United States go to Israel for only those purposes you mentioned. 
Incidentally, I understand those contributions are a deductable tax 
expense. 

Do you mean to say that none of those funds which go into Israel 
are used for any purpose other than the purposes which you state— 
that is, for health ? 

Mr. Jupp. Welfare. 

Mr. Burueson. Yes; whatever it may be. Am I correct in my 
statement ? 

Rabbi Brrnstrern. Essentially you are, and I will repeat it—I 
answer specifically the question you raised before—the United Jewish 
Appeal raised somewhat over—the exact figure is not clear in my 
memory but I can get it for you—something over $100 million last 
year for its functions. These are, I will repeat: No. 1, relief of Jewish 
need throughout the world, whether it be Morocco or Europe or 
destitute Jews in the Far East or wherever it may be; No. 2, for the 
resettlement of Jews in Israel, which would involve preparing them 
for movement, moving them, helping them to get deh ran p No. 3. the 
United Jewish Appeal funds are being used in Israel for welfare 
and health needs. They are not being used for military purposes, 
they are not being used for government purposes, they are not being 
used for industrial purposes, they are used primarily for the purposes 
I mentioned. 

Mr. Burieson. Any statements which have been made to the effect 
that proceeds from the sale of the Israeli bonds in this country, or 
from contributions directly through the United Jewish Appeal or 
other agencies, go into a central fund and can be used by the Govern- 
ment of Israel for any purpose, regardless of what it is, is in error? 

Rabbi Berrnstern. Congressman Burleson, you have just raised 
another question, and that is Israeli bonds. Let’s separate the United 
Jewish Appeal, which is the philanthropic contribution. If you ask 
about Israel bonds, State of Israel bonds are being sold in this country 
as other foreign securities are being sold. Those moneys are being 
used by the State of Israel for electrification, for waterworks, for 
harbors, for transportation. They are being used for all sorts of 
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fundamental economic developments designed to make the State of 
Israel self-supporting, and these two operations, yours and the bond 
operation, complement each other. 

Mr. Burueson. Then we will confine it to the contributions, directly. 
They are not used for anything except philanthropic purposes ¢ 
. ey BeErNsTELN. Except essentially for the purposes I have out- 

ined. 

Mr. Jupp. Will the gentleman yield? 

Mr. Burzeson. Surely. 

Mr, Jupp. Is it accurate to say that the money raised in the United 
Jewish Appeal goes to the assistance of individuals? I mean it may 
go through a hospital, to be sure, but it is for assistance to individuals 
and not to Government agencies? 

Rabbi Bernstern. That is right. That is correct. 

Mr. Burieson. Rabbi, you mentioned that the world population 
of Jewish people, of course, was reduced during Hitler’s outrageous 
treatment of the 6 million. As I recall, the world population at that 
time was about 14 or 15 million people. 

Rabbi Bernstrern. About 16 million Jews. 

Mr. Burieson. What is it today ? 

Rabbi Bernstein. Approximately 10. There are somewhat. over 
5 million Jews in the United States. There are probably 2 million to 
214, million Jews in Soviet Russia. We do not know the exact number 
because we do not have any contact with them. 

There are relatively small quantities of Jews in countries like Hun- 
gary and Rumania. There are a few thousand left in Germany, not 
many. There are Jewish communities in Europe—Belgium, France, 
Holland, Norway, Sweden, and a pretty fair sized Jewish community 
in Great Britain, and there is a substantial number of Jews in South 
America. 

Mr. Morean (presiding). Mr. Judd. 

Mr. Jupp. Just this one point, Rabbi Bernstein. In supplementing 
what Mr. Donovan has said, I can assure you, and I assume you know, 
that our military aid to Iraq is given under the most stringent guar- 
anties by them that it will be used only for the purposes of common 
defense against the Soviet Union. 

I think the President has said on several occasions that if there were 
to be misuse of our military equipment—for example, in an attack 
upon Israel—it would bring the United States into action—nothing 
could bring the United States into active military assistance to Israel 
quite as fast as that would. 

I can understand why the people there are apprehensive, after 
all they have been through. But I think they are unduly appre- 
hensive with respect to the military aid given to Iraq. And the phil- 
osophy behind our giving that aid, even before there has been a 
settlement, is essentially the philosophy that was followed in the case 
of Italy and Yugoslavia. There were Americans of Italian descent 
who said, “You must not give any aid to Yugoslavia until they agree 
on Trieste.” 

Well, we went ahead and gave it to both sides for about 5 years with 
careful understandings. Eventually we got the settlement on Trieste. 
Our own position and that of the free world against the Communists, 
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in my opinion, would have been weakened, rather than strengthened 
if we had said, “We will not give either of you any aid against a 
common enemy until you solve this dispute between yourselves over 
Trieste.” 

I think I am accurate in saying that that is the basic philosophy 
that our Government holds also in the Middle East. It regrets this 
situation but it feels that the greatest enemy of all is the one Mr. 
Burleson referred to, the Soviet Union. 

The threat from that enemy is so overriding that our Government 
feels it is justified and necessary to give military assistance to the 
nations right on the route of any drive toward Suez and Africa, even 
though the difficulties between Israel and Lraq and the other states 
have not yet been resolved. 

Rabbi Bernstern. May I say this, Congressman Judd, that I hope 
you are right. I hope you are right. I would just add this thought 
and that would be to suggest not to underestimate the usefulness of 
Israel in the anti-Communist situation, too. Israel is completely com- 
mitted without any equivocation—without all the uncertain history 
that you have from the Arab nations in the past and the capricious- 
ness of Arab rulers at the present time, and the lack of assurance when 
an arrangement is made with one Arab ruler, that he will last long 
enough to carry itout. Israel is completely committed to the West— 
completely committed to democracy—and Israel has become, in her 
way, in that complex situation there, strong. It has a mobile force. 
It is strong. It is completely devoted to democracy. That ought 
to be kept in mind, too, in the plans made for that area. 

Mr. Jupp. I am sure it is. 

Mr. Morean (presiding). Any further questions? 

Mr. Burteson. One further question, if I may. 

Rabbi, when do you think that Israel will be self-supporting? 

Rabbi Bernsrern. Well, you started by saying “Rabbi,” and I have 
to remind you that I am a Rabbi, and not an economist. I cannot 
pretend expertness. I have the feeling based on the wrong guesses 
of the experts I have known, that even if I were an expert, I would 
not trust what I would say as an answer, but I could not guess at 
what point. AJl I can say is that through the type of assistance which 
this program gives, and through the other forms of help that are 
being given and that have been discussed here, Israel is growingly 
self-sufficient. The gap between exports:and imports is being nar- 
rowed. The standard of living is being raised. Unemployment is 
being reduced to a minimum. 

Now, whether that will mean a completely self-sustaining economy 
in 8 years or 5 years or 10 years, I just do not know, but I think they 
are on the way. 

Mr. Burieson. You think they will eventually. 

Rabbi Bernsretn. I am sure they will, yes. 

Mr. Morean (presiding). Thank you, Rabbi Bernstein. 

Is Mr. Gordon Rule here? 

The next witness before the committee will be Mr. Gordon W. 


Rule, counsel for the National Association of Engine & Boat Manu- 
facturers, Inc. 
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STATEMENT OF GORDON W. RULE, COUNSEL FOR THE NATIONAL 
ASSOCIATION OF ENGINE & BOAT MANUFACTURERS, INC. 


Mr. Rutz. I certainly apologize to the members of the committee 
for bringing up such a dry subject as offshore procurement at this time 
of night. 

I have a short statement, here. It is six pages long, sir. 

The National Association of Engine & Boat Manufacturers, Inc. 
was formed 51 years ago and is composed of small boat builders, ma- 
rine engine manufacturers and marine equipment and accessories 
manufacturers. 

With very few exceptions, the boat-building members of the associa- 
tion are all small business concerns and are an integral part of the 
shipbuilding mobilization base of this country. 

On behalf of these small boat-builder members, and indeed on behalf 
of all the small boat builders of the United States, we respectfully 
urge your committee to retain in the Mutual Security Act of 1955, 
the language which your committee wrote into section 103 (c) of the 
Mutual Security Act of 1954. This language, in the nature of a re- 
striction on the use of military assistance funds for offshort procure- 
ment, is as follows: 


Sec. 108 (c) Funds made available pursuant to subsection (a) of this section 
may be used for the procurement of equipment or materials outside the United 
States unless the President determines that such procurement will result in 
one or more of the following conditions : 

(1) Adverse effects upon the economy of the United States, with special 
reference to any areas of labor surplus,. or upon the industrial mobilization 
base, which outweigh the strategic and logistic advantages to the United States 
of procurement abroad ; 

(2) Production of such equipment or materials outside the United States 
under inadequate safeguards against sabotage or the release to potential ene- 
mies of information detrimental to the security of the United States; 

(3) Unjustifiable cost in comparison with procurement in the United States, 
taking into account transportation costs for delivery overseas; and 

(4) Delays in delivery incompatible with United States defense objectives. 

In addition to the section 103 (c) restriction, the Congress also saw 
fit to include in section 510 of the 1954 act, the following restriction 
with respect to title II funds—Development assistance—and chapter 
3 of title I funds—Defense support : 

Sec. 510. * * * Funds made available under Title II or Chapter 3 of Title I 
of this Act may be used for the procurement of commodities outside the United 
States unless the President determines that such procurement will result in 
adverse effects upon the economy of the United States, with special reference to 
any areas of labor surplus, or upon the industrial mobilization base, which out- 
weigh the economic advantages to the United States of less costly procurement 
abroad * * * 

We feel that these restrictions were necessary when, less than 1 year 
ago, your committee originated them, and are equally necessary today, 
insofar as the offshore procurement of small naval vessels is con- 
cerned. Generally speaking, these restrictions are designed to require 
those administering the offshore procurement program to first look for 
any soft spots in our own economy or mobilization base in this coun- 
try before placing contracts offshore. Indeed, the report of your com- 
mittee on the 1954 act, House Report No. 1925, part 1, page 21, in 
explaining the necessity for section 103 (c) could not be more clear 
in expressing the intent of and necessity for, section 103 (c). Your 
committee stated : 
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As the above figures indicate, the volume of offshore procurement planned with 
funds authorized in this bill is substantially lower than in previous years. Nev- 
ertheless, the committee has given full consideration to the situation in many 
industrial areas in the United States where industry is operating at less than 
capacity and there is substantial unemployment. 

The language of subsection 108 (c) gives direction to those administering the 
program to give careful consideration to the possibility and desirability of plac- 
ing orders in areas of labor surplus in the United States before placing them in 
foreign countries. In addition, a directive is given that prices and delivery 
dates are expected to be in line with those in the United States. 

At the same time recognition is given that the primary objective of the offshore 
procurement program is military and that there may be occasions when strategic 
and logistic considerations will outweigh such factors as United States costs and 
availabilities. Discretion is given the President to act in accordance with such 
considerations when necessary. 


Our appearance before your committee today is necessitated by the 
fact that the committee print—presumably prepared by the executive 
departments—upon which your committee is holding these hearings, 
seeks, at line 4 on page 2, to repeal section 103 (c) of the 1954 act. 
Moreover, S. 2090, the Senate version of the Mutual Security Act of 
1955, likewise deletes or repeals this section. 

As far as we can determine, the only justification in the entire record 
presently available to the public, for this action by the Senate, is one 
statement made by Assistant Secretary of Defense Hensel before the 
Committee on Foreign Relations of the Senate in executive session. 
Neither of Mr. Hensel’s prepared statements before the Senate com- 
mittee or this committee mentioned section 103 (c). In his executive 
session statement, at page 182 of the Senate hearings, Mr. Hensel seeks 
to change the emphasis of offshore procurement. He concludes by 
saying: 

But largely it just involves dropping out section 103 (c), which we would 
like to do, and be able to shift that emphasis. 


The Senate committee granted his request, and in their report on 
S. 2090—Senate Report 383 at page 14—stated as follows: 


OFFSHORE PROCUREMENT (SEC. 2 (B)) 


The bill repeals section 103 (c) of the Mutual Security Act of 1954, setting 

forth the criteria for offshore procurement with military assistance funds. 
* a * * * * # 

The effect of repealing this section will be to allow military assistance funds 
to be used for offshore procurement without meeting the specific criteria set 
forth in the section. Testimony received by the committee indicated that these 
criteria had brought the offshore procurement program to a virtual standstill. 
The committee believes it is reasonable to expect that the President will not 
use offshore procurement in a way adverse to United States interests even if he 
is not legally committed to make the findings specified in the section to be 
repealed. On the other hand, the committee believes that more flexibility in 
the offshore procurement program is desirable. Offshore procurement can play 
an important role in at least partially meeting the problem of maintenance and 
Spare parts for equipment originating in the United States. It might be 
economically sound, for example, to pay a higher price for an item procured 
offshore if thereby production facilities are established which will enable the 
country concerned subsequently to supply its own needs, or the needs of nearby 
countries in the same area. 

The committee points out that section 510 of the Mutual Security Act of 
1954, relating to use of defense support and development assistance funds for 
offshore procurement, is not changed in any way by the pending bill. 


_ We cannot find in the record anywhere, the testimony referred to 
in the Senate committee report, that the criteria established by section 
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103 (c) of the present act has brought offshore procurement to a 
virtual standstill. Perhaps there were discussions in executive ses- 
sions, which were off the record, and thus not in the printed hearings, 
but this hardly seems to be such a security matter as to be cloaked in 
complete secrecy. 

Let us make our position crystal clear to this committee. We are 
not opposed to offshore procurement, as such. We agree that there 
are circumstances and conditions under which offshore procurement 
is desirable and necessary—perhaps even in the case of ships—if a 
country or an area has no production base in existence. 

If the present language of section 103 (c) has caused the program 
to come to a virtual standstill, we do not object to changing the 
language to provide greater flexibility. We must, however, assume 
that substantial offshore procurement is contemplated with military 
assistance funds in the 1935 act, because of the attempt to repeal the 
present restrictions on the use of those funds for that purpose. 

We think this is further indicated by the fact that no change is 
sought in the restrictions contained in section 510 of the present act, 
relating to the use of defense support and development assistance 
funds for offshore procurement. 

We feel quite strongly, however, that it is not unreasonable for the 
Congress to provide in the statute itself, some criteria which must be 
considered by those who.have the authority to decide whether to spend 
mutual security funds at home or abroad. 

All we ask, is some reasonable test to be applied by those having 
such authority, which will require them to determine that the best 
interests of the United States are served by procuring abroad rather 
than in this country. 

We will not labor the condition of the shipbuilding industry in the 
United States, other than to say that today we rank 12th among the 
shipbuilding nations of the world. Many of the countries which have 
been given offshore procurement contracts for small naval vessels 
already had an active shipbuilding production base, far superior to 
our own. 

We submit, that before any additional contracts are placed abroad 
for such vessels, attention be directed to the necessity of preserving 
the shipbuilding mobilization base in the United States. By so doing, 
no particular yard or yards would get contracts, because all qualified 
yards have to bid for this work with the Navy. 

In conclusion, permit us to again urge your committee to retain 
section 103 (c) of the Mutual Security Act of 1954 in this year’s bill 
or at least some reasonable check on the use of military-assistance 
funds for the offshore procurement of ships. The record available 
to the public today, contains no factual justification for this committee 
to completely reverse the very sound position taken in the Mutual 
Security Act of 1954. 

All of these people in our organization are small businesses. We 
are here today to ask that your committee retain in the Mutual Secu- 
rity Act of 1955, the same or similar language to that that this com- 
mittee itself, originated in the present act, in section 103 (c). I think 
you know what that is. It was a restriction on the use of military- 
assistance funds in title I for offshore procurement. It set up certain 
criteria that the folks over in the Pentagon had to look at and comply 
with before they could use these funds for offshore procurement. 
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[ will skip over further in the statement to point out that the reason 
we are here is because the committee print, upon which your committee 
is holding hearings, at page 2, line 4, seeks to delete that entire section 
103 (c). 

The legislative history to date of S. 2090 that the Senate has already 
passed—and S. 2090 does delete section 103 (c)—there is only one 
statement in the legislative history that I can find, and that is where 
Mr. Hensel testified in executive session over in the Senate that they 
wanted to change the emphasis of offshore procurement, and that to 
change the emphasis, they would like 103 (c) deleted. 

Our position is that if the program is too inflexible, now, as the 
Senate committee report says it is, we certainly are perfectly willing 
to have it made more flexible. 

if the language in section 103 (c) needs to be changed to allow 
greater flexibility, we certainly don’t object to that, but we do not 
believe that it is right in title I to just give the folks carte blanche to 
spend this money overseas without any regard to our mobilization 
base in this country—and again, of course, I am speaking solely about 
the shipbuilding mobilization base. I cannot speak for the other 
types of things that they buy offshore, but on behalf of these small 
shipbuilders we would like some criteria set up in the statute, itself. 

I repeat, it does not have to be this language. If that is ham- 
stringing the Pentagon, change it. We are perfectly willing. But 
we would like the folks who make the decisions to spend military 
assistance funds abroad for offshore procurement to have to take a 
look at the mobilization race in this country and we would like that 
requirement to be set out in the statute. 

In conclusion, I want to point out respectfully to this committee 
that we cannot find anything in the record to date sufficient to justify 
this committee or the Congress completely reversing the position 
they took just 1 year ago when they wrote in this restriction. There 
isn’t anything in the record except this request from Mr. Hensel, to 
indicate to this committee why this program needs to have these safe- 
guards taken out. 

It is interesting also to note that in the bill that came over from the 
Senate, S. 2090, they left in the restriction on offshore procurement 
that is in the present act, section 510, that relates to title II, and chapter 
5, title I funds. That is for development assistance and defense sup- 
port, 

They left that restriction in, but they want it taken out with respect 
to title I military assistance funds, which leads us to believe they 
must want to go ahead and make a lot more offshore procurement, and 
we say before you let them do it in the case of ships, you should retain 
some language similar to section 103 (c). 

Thank you very much, sir. 

Mr. Morean (presiding). You are really not opposed to offshore 
procurement ? 

Mr. Rute. No,sir. We certainly are not, and I will just say briefly, 
here, again: Let us make our position crystal clear to this committe. 
We are not opposed to offshore procurement as such. We agree tliat 
there are circumstances and conditions under which offshore procure- 
ment is desirable and necessary—perhaps even in the case of ships—if 
a country or an area has no production base in existence. 
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I have pointed out in my statement that the shipbuilding industry 
in the United States is in 12th place among all the shipbuilding coun- 
tries of the world. We placed a lot of offshore procurement contracts 
for ships with these countries in Europe when they had a mobiliza- 
tion base, which was the theory upon which offshore procurement was 
sold to the Congress last year. 

They had a mobilization base, a more active mobilization base, 
much more active than we have, and have had for years. Now they 
want to change the emphasis to get around to spare parts. Well, that 
is fine. I do not blame them for that. But I repeat, we would like 
to see, on behalf of the small boatbuilders, and the part they play in 
the mobilization base of this country, some consideration given to 
language similar to, if not the same as 103 (c). 

Mr. Morcan. Who are some of the boatbuilders and enginemakers 
who belong to your organization ? 

Mr. Rute. I brought a few of them. 

Mr. Morean. Read some of them. 

Mr. Rute. The boatbuilders, particularly ? 

Mr. Morean. Yes. 

Mr. Rute. The Quincy-Adams Yacht Yard, Quincy, Mass.; All- 
bright Boat Industries, Charlotte, N. C.; Lee Machine & Craft Boat 
Co., Minneapolis, Minn.; the Anchorage Co., Warren, R. I. 

There is John Trump down here at Annapolis. There is the South 
Coast Co. in Newport Beach, Calif. They are all over. 

Mr. Jupp. What kind of boats do they make mostly ? 

Mr. Rute. All small vessels, sir. 

The only vessels that have been procured offshore under the mutual- 
security program, have been small naval craft, mine sweepers, patrol 
craft, and so forth. They did get up as high as DE’s. 

Mr. Jupp. Your people make those ? 

Mr. Rute. Yes, these small-boat builders make these and have to 
bid competitively with the Navy to get the contract, so this does not 
favor any particular company or group of companies. However, they 
would like an opportunity to at least keep the mobilization base some- 
what active in this country before we go overseas and buy ships. 

Mr. Morcan. How have the companies in this country done in com- 
parison with some of the bids from the foreign builders from England, 
for instance, where they make a lot of small ships? 

Mr. Ruiz. How do the prices compare ? 

Mr. Morcan. How did we compare last year, say, in the program? 

Mr. Rutz. Do you mean what was our total volume, here? 

Mr. Morgan. That is right. 

Mr. Rute. Last year’s program as set out in your committee report 
for the offshore procurement of ships was going to be, as I recall it, $28 
million. The program is diminishing. There is no question about 
that, but it was $28 million last year. 

For comparable vessels over here, I do not know, but I know that 
it is not large. They are spending a lot of money on modernizing 
warships, and by warships I mean carriers and cruisers and that sort 
of thing, and building supercarriers, but they are not building very 
many mine sweepers or small craft in this country. 

I might say when I appear here that this is not meant as any criti- 
cism at all of the Navy, because the Navy would prefer to build the 
ships, right here, and they would prefer to keep the mobilization base 
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active. But the Navy is told by higher authority, what they are going 
to buy overseas. 

Mr. Morean (presiding). Dr. Judd 

Mr. Jupp. Can you give us a general average as to how much more— 
perhaps percentagewise—a given ship costs if constructed in an Ameri- 
can shipyard than it costs, say, in a Belgian or Italian or British 
shipyard ? 

Mr. Rute. Sir, all I can answer on that is with respect to these 
vessels being procured offshore and even that is somewhat like com- 
paring apples and oranges, because they are building—the ones that 
we buy offshore are being built to that country’s own specifications. 
They do not take our Navy’s specifications and build a mine sweeper 
over there. They take, as near as they can come with their own speci- 
fications, and then they go ahead and build the ship. The contracts 
are always made with the governments. 

This country does not make offshore procurement contracts for 
ships with individual yards. They make them with the governments, 
so that the government in turn just says to its navy department “You 
go out and subcontract this work, and you police it and you inspect it.” 

Now, that is a totally different thing than if we had our Navy inspec- 
tion in this country and had to build to the strict, spit-and-polish 
Navy jobs, here. 

They have stayed within the limit that was set down of not being 
able to exceed the American price by 110 percent. That is what it 
was. 

Mr. Jupp. The price abroad cannot be more than 110 percent of 
what? The American price? 

Mr. Rue. That is right, sir. 

Mr. Jupp. Then it costs more to have them made abroad than it 
does here, in some cases ? 

Mr. Rute. No, sir. In some cases it costs less, but they could go, 
under directives, to 110 percent. 

Now as Mr. Hensel said, he wants to turn the emphasis of this off- 
shore procurement under title I around and try to supply some of the 
spare parts that are necesary for all the things that we have produced 
in this country and sent over there. 

Well, I think that is fine, and maybe—he says he is willing to pay 
more to get those spare parts in the countries—will say, “Well, this 
will be, as soon as you set up this production line, we will go ahead 
and make the rest from there,”—so maybe this 103 (c) restriction, 1 
of the 4 elements set out in it where it says, “Unjustifiable cost in 
comparison with procurement in the United States,” maybe that needs 
changing, but I don’t think in order to change the emphasis, we need 
to delete the whole section. 

Mr. Morgan (presiding). Mr. Burleson. 

Mr. Burieson. No questions, Mr. Chairman, thank you. 

Mr. Morean. Mr. Hays of Arkansas. 

Mr. Hays of Arkansas. Mr. Rule, as I understand it, you are not 
questioning the statement in the Senate report to the effect that the 
language of the Mutual Security Act of 1954 has brought offshore 
procurement to a virtual standstill ? 

_ Mr. Rute. Sir, I am glad you read that, because that statement is 

in the Senate report, but I can’t find anything in the record, the hear- 

ings, debates on the floor, or anything, to substantiate it. 
63245—55 40 
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Mr. Hensel’s statement at page 182 of the Senate hearings doesn’t 
say it has brought it to a virtual standstill. AJI he says is that he 
wants to change the emphasis. 

Now I can grant you, sir, that there may have been some discussions 
in executive session, which were off the record, that never got in the 
hearings or anything that the public can look at, which would sub- 
stantiate it. I just don’t know. 

Mr. Hays of Arkansas. You don’t know, in other words, whether 
that is true, or not? 

Mr. Rute. My statement here is “As far as we can determine, the 
only justification in the entire record presently available to the public, 
for this action by the Senate is one statement by Assistant Secretary 
Hensel.” 

That is the only statement in the record that we have been able to 
find. 

Mr. Hays of Arkansas. I know, but if the Senate takes responsibility 
for this statement—I am just asking whether or not you know of 
anything that disproves it. 

Mr. Rute. No, sir; I do not, but I must say frankly that I don’t 
think that whether or not that language in section 103 (c) has been 
responsible for bringing the offshore procurement program to a vir- 
tual standstill—whether it has or not, I don’t think that is such a 
high security matter that it should be cloaked in entire secrecy, and 
not to be able to find in the record some justification for the statement. 

Mr. Hays of Arkansas. But if it has brought it to a standstill, then 
we do need to amend it; do we not ? 

Mr. Rute. That is absolutely right. We say so. 

If it is true that it has brought it to a virtual standstill, I say it 
ought to have more flexibility, just as the Department of Defense 
wants. But I don’t think we should swing the pendulum completely 
the other way and take the entire section out. 

Mr. Hays of Arkansas. You have certainly made a very fair state- 
ment, and I appreciate the approach that you have given us, but what 
I am getting at is if the Senate makes that assertion and we have 
no evidence contradicting it, it leaves us in a rather difficult position 
to legislate in the direction that you suggest. That is the only point 
I am making. So you have no evidence that that is not true. You 
are just saying that you don’t find anything to justify it in the record. 

Mr. Rute. I say that, sir, but in addition to that, I say that your 
committee, right here, is the committee that originated this provision 
in H. R. 9678 last year, and before you would take it out, I would 
think you would want to get some rather good evidence from some- 
body that it was necessary, because you put it in. It was your lan- 
guage. And I don’t think just because the Senate took it out is any 
reason why it should be entirely persuasive with you. I should think 
you would want more evidence than you now have in the record. 

Mr. Hays of Arkansas. You are simply suggesting that we try 
to find a more flexible provision that will retain the good features and 
at the same time protect American industry. 

Mr. Rute. Yes, sir; that is correct. Just something that will make 
whoever it is who has the power to determine over in the Pentagon, 
or in FOA “We will spend this much money abroad; we will spend 
this much money in the United States,” whoever it is who will make 
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that decision and it is a pretty important one, I think, that he should 
first have to look at the mobilization base in this country of what- 
ever it is he is talking about, and then make a determination that it 
is in the best interests of the United States to go ahead and buy 
abroad. 

I don’t think we can ask for any more, but I think it ought to be 
in the statute. 

Mr. Hays of Arkansas. Thank you, sir. 

Mr. Morean (presiding). Mr. Jarman. 

Mr. JARMAN. I have one question in line with what you were say- 
ing a moment ago: How does our Government arrive at a limiting 
figure of 110 percent? 

Mr. Rute. They could pay up to 110 percent of whatever it would 
cost them in the United States. If you ask me how they got to that 
figure, sir, I don’t know. I know it was a directive. I was over there 
working for the Navy placing some of these contracts and all I know 
is that we were given that figure as the top limit. I did not sit in on 
the determination of how that figure was arrived at. 

Mr. Morean (presiding). Mr. Byrd. 

Mr. Byrn. No questions. 

Mr. Morean. Mr. Judd. 

Mr. Jupp. You know, Mr. Rule, the Appropriations Committee 
wrote an even tougher restriction into the appropriations bill, than 
this committee had in the Mutual Security Act last year. 

Mr. Rute. I thought it was the same. 

Mr. Jupp. Oh, no. The one we wrote said that they can engage in 
offshore procurement, unless the President makes a finding that it 
will have adverse effects upon our economy. 

The Appropriations Committee turned it around and said they 
cannot engage in offshore procurement unless the President makes a 
finding that it will not have adverse effects upon our economy. 

Mr. Ruxe. They wrote section 107 in and then deleted it. 

Mr. Jupp. I think you can be reasonably sure that our Appropria- 
tions Committee is not likely to be soft on that issue. It never has 
been. 

Mr. Rute. I am appearing before them tomorrow morning. 

Mr. Jupp. Then you should not have any trouble because they are 
tougher than we are. 

Mr. Morean (presiding). Is Mr. David Hervey present ? 

The next witness will be Mr. David E. Hervey, president of the 
Hervey Foundation, Inc. 

Do you have a statement ? 

Mr. Hervey. Yes; I do. 

Mr. Morean. Is it very long? 

Mr. Hervey. It is 7 pages, plus a paragraph and since I have 
lost sleep with a bad tooth for the last 3 nights, I think I should read it. 


STATEMENT OF DAVID E. HERVEY, PRESIDENT, HERVEY 
FOUNDATION, INC. 


Mr. Chairman and members of the committee, I am David E. Her- 
vey, president of Hervey Foundation, Inc. We thank you for this 
opportunity to present our views. This foundation for many years 
has been vitally interested and active in the field of overseas develop- 
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ment, particularly industrial development through private enterprise, 
and Government cooperation to that end. 

Brief history of international relations: Early migrations of man- 
kind which revealed the wealth of other peoples usually resulted in 
mass plunder, conquest, and slavery. This in general was true of 
Asian empires and extended over into the European ones. 

Later European conquest, however, usually resulted in some coloni- 
zation but with the principal objective of amassing large quantities of 
natural resources to feed the economy of the conquering nation. 

Declaration of freedom by the British colony known as America 
and the pouring in of large numbers of people and investment capital 
from many places in the world—this concept and spirit of freedom 
is rapidly catching fire in colonial empires around the world. 

These world pioneers, under the stimulus of freedom in America 
and in the humble understanding of the bounty and grace of the diety, 
developed an heretofore unheard of wealth and abundance for all 
citizens. 

In recognition of its divine obligation this people has extended its 
wealth to relieve a small part of the world’s poverty of body, mind 
and spirit through private United States organizations. 

Then in 1949 came the Presidential proclamation known as point 4 
to greatly accelerate this work through Government subsidy to private 
organizations. Vast sums of money have been spent during the past 
6 years—mostly through Government agencies, however—in this form 
of charity and acts of mercy and much tragedy averted. 

As the direct and indirect result of man’s great inhumanity to man 
down through the ages and to the present time devastating wars have 
raged. Today, from the American standpoint at least, these are also 
great sacrificial measures taken to prevent world or regional tragedy. 

These remedial measures, even though strong and fine, are in sub- 
stance stopgaps. 

The new concept: This new concept which we wish to discuss is 
as old as the Scripture. In Luke 10, Jesus teaches that we are to 
“love * * * our neighbor as our self,” and defines our neighbor as 
anyone in need. Also, He said—John 10:10—“I am come that they 
might have light and might have it more abundantly.” 

Aid in the building of sound, permanent fundamental economies 
in the underdeveloped areas has been proclaimed in principal for 
several years as a necessary objective for world peace and prosperity, 
but we believe the root of the matter has scarcely been touched in 
practice. 

When carefully studied, the many projects to date have been money 
spending, not money earning, and therefore temporary, depending 
on the ability of the donor or recipient to pay. A major depression, 
such as our enemies have been predicting for us and trying to help 
us achieve, could end the whole matter disastrously. 

Consider agriculture. In most or all those areas—now, I want to 
pause for a moment and say that I am talking about the so-called 
underdeveloped countries. I am not speaking of the European coun- 
tries which have a great deal of technical knowledge and know-how— 
nor am I speaking of a country like Israel, because Israel has fine 
minds and fine capabilities from all over the world. I am speaking 
of the places where no manufacturing plants of any number or 
consequence have ever existed. 
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Consider agriculture. In most or all those areas the vast majority 
of the people depend on farming in their own crude way for a living. 
The introduction of modern agriculture with its heavy production 
by a few of the more progressive people would, in the absence of con- 
suming industries, so overload the local markets with more and better 
products as to grind the poor farmers into the dust. By establishing 
the factories, higher price markets are established for better products. 
With this incentive the agricultural battle is half won. 

The history of America shows by example that the only known way 
to prosperity for the common people is through mass production 
manufacturing in small or large plants. If we want our neighbor to 
have permanent access to the good things of life then we must show 
him how to acquire factories for his basic necessities. 

And this bread will return to America tenfold. This basic concept 
was intended by Congress in its point 4 legislation of 1949. It also 
directed that as much of the work be done through private agencies as 
possible to provide economical and effective accomplishment. 

What is the record of accomplishment: Instead of private experi- 
enced agencies doing the work the money was spent by creating a large 
bureaucratic organization, which among other things sent great num- 
bers of technicians to countries around the world. 

The result is that, according to the latest testimony of authoritative 
officials, not a single manufacturing plant of any kind has been estab- 
lished or caused to be established at any place in the underdeveloped 
areas directly or indirectly due to the activities of the technical coop- 
eration work. The few plants given to nations for political or mili- 
tary objectives of course excepted. 

This amazingly negative result we believe is not possible by human 
frailty alone. In fact it was accomplished in spite of some good men 
in the Government service who in the later years have labored strenu- 
ously even to the serious impairment to their health and happiness 
for the attainment of this basic objective. 

It should be noted that the enemy cannot afford to speak openly 
against such an economically sound program as the factories pro- 
gram. Even more so, they dare not let it be accomplished, or com- 
inunism will become a forgotten cause. 

Without internal subversion by a very effective minority, we be- 
lieve that the natural course of events alone would have caused many 
plants to be established in factory-starved areas. 

We believe that these subversives, and also incompetent employees, 
can easily and quietly be discovered and removed using a simple plan 
wherein the guilty condemn themselves and therefore cannot open 
their mouths when discovered. 

We have worked this out in some detail during the past years of 
our activity and will gladly suggest it to the right person in govern- 
ment on request. With this method there is no danger of implicating 
a loyal and competent employee. 

Hervey Foundation’s “first factories for the world”: Because of 
our many years experience in establishing and operating and aiding 
small mass production industries in backward areas prior to point 4, 
we were keenly aware of the fundamental nature of this form of 
development—that it is an absolute necessity for any permanent 
increase in living standards. 
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For fear that this very essence of the task might be neglected or 
avoided in the point 4 program, we at once traveled to Washington 
to discuss the matter with the first administrator of point 4 and to 
New York to the United Nations authorities. It was established 
without question that our fears were well founded so we decided to 
turn our entire energies and means to the development of that most 
fundamental work. 

We at once entered into a program of determining how the work 
could be best implemented and determined that it was necessary to 
know: 

What kind of industries should be established at any particular 
site. 

How overseas peoples could best be acquainted with their needs 
and the possibilities of manufacturing plants. 

The best way to establish them as going concerns, including the 
development of new and effective rapid training methods for people 
with zero knowledge on the subject. 

What kind of industries should be established. It so happens that 
the best interests of the United States and of the underdeveloped 
areas are both served by helping them establish one class of industry, 
having the following characteristics : 

1. It must provide a product of basic necessity for local population. 

2. It must be geared to local demands taking into consideration 
transportation systems and other local factors. 

3. It must use primarily local raw materials and labor. 

4. While maintaining high quality and high quality production 
through the use of high grade vital tools—expensive labor-saving 
devices must be avoided. They are usually not economical anyway. 

5. The products produced should be those of low unit cost or high 
volume which prevents international competition. 

6. The products must be priced to reach the local mass purse. This 
is easily accomplished where ijocal raw materials and labor are used— 
often 90 percent of the cost of production is wages anyway in the 
final analysis. The prevailing wage scale is therefore of little im- 
portance in national development. 

7. These small, mass production basic plants must be simplified, 
portable and standardized so that they can be built here in the United 
States at low cost and high volume. The potential market is tre- 
mendous. 

Showing the way: Knowing the solid basic significance of small 
mass producing industries in any economy especially in areas which 
have few or none, we wrote and distributed several years ago a bro- 
chure entitled “New Horizons,” a copy of which I believe most of 
you have received. 

And I might add that I have some copies with me if any of you do 
not have a copy and wish one. 

In it we prove statistically that the standard of living is directly 
proportional to the amount of factories present. We also show 
unquestionably that the only known way to an abundant life in a 
short time is through the application of modern industrial tools and 
that in this way only—since the beginning of time has the poor man 
had bounteous living. 

In this brochure we pointed out that zero knowledge of labor re- 
garding manufacturing as found in many regions is very definitely 
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an asset in the development program. We use exact training methods 
and for years have followed that practice of employing people with 
little or no knowledge of the art when we established a new industry. 

Finally in 1952 we gave a full test of our method. We purchased 
secondhand machinery to make flush plywood doors. There were 
42 operations in the process which we carefully described in writing. 
Choosing for workmen only those common laborers who had had no 
experience in door manufacturing, we carefully taught them and 
cuided their hands in the process, taking great care to prevent their 
learning anything wrong. At the end of 2 or 3 weeks we were produc- 
ing more doors per man per day than any plant, to our knowledge, 
in the eastern United States. And since we have been furnishing raw 
materials for many years to nearly all of these plants and have been 
in most of them we had a pretty good knowledge of what was happen- 
ing. Also, every door was of excellent manufacture. Half of these 
men could not read or write and about half were Negroes. High 
production was continuous and the quality remained excellent—there 
was no tendency to experiment. 

Some in the point 4 doubted that it would work as well in overseas 
areas so we brought six students from Latin America who had no 
experience in woodworking of any kind. 

In 6 months’ time we trained in the art and science of lumber 
manufacturing, setting up mills, production of veneers and plywood 
and the building of prefabricated houses. 

As a final test we gave them the assignment of fabricating a 6- 
room house which they did almost without supervision and erected it 
in our plant at Hertford, N. C. Later that house was brought to 
Washington, D. C., and reassembled for a contractor for $3,200, at a 
profit. The owners are highly pleased with it, having paid over 
$14,000 for it, with some other additions. These men are today highly 
desirous of starting a similar plant in their own country. 

In 1945 this foundation, on urgent request from the owner of a ply- 
wood plant in Mexico, sent a representative to their plant to determine 
why it was losing large amounts of money and producing only meager 
quanties of low grade plywood. 

Upon our discovering and correcting seven major faults, this plant 
began making good profits, according to printed reports, running into 
millions of dollars, and at the same time has produced plywood at 
low enough price to make possible the establishment of very many 
other industries, including a great expansion of the furniture industry. 

Mr. Jupp. Mr. Chairman, may I interrupt for just a moment. I 
do not want to appear rude, but I must catch a train and I ask to be 
excused, 

Thank you. I will be back tomorrow afternoon. 

Mr. Hervey. This has given permanent jobs to many, many thou- 
sands of workers in the industry at compartively high wages where 
none existed before. 

The United States Chamber of Commerce has found that factory 
wages turn over an average of more than 10 times before leaving the 
community. This is a very conservative estimate for this plywood 
industry in Mexico. 

_ Weare anxious to know how effective short-period intensive train- 
ing would be in the establishment of industries overseas so when we 
received a request for training plywood plant operators from Peru, 





626 MUTUAL SECURITY ACT OF 1955 


South America, we gladly received them. After 5 weeks intensive 
peony Vd gpg with students with zero knowledge about plywood 
manufacture, we helped them buy the comennte plant, second hand, 
for about $12,500, and they shipped it to Peru. High up over the 
Andes it went, boiler and all, and down on the headwaters of the 
Amazon where it was set up. Today it is producing good volumes of 
high grade plywood which is going into more complete manufacture 
of other articles and will probably do for Peru what the above 
mentioned plant did for Mexico. 

Time will not permuit the description of our helping many other 
industries in various countries, but it will suffice to say that even we 
are surprised at the relative ease of accomplishing this great objective. 


SUGGESTED PLAN 


After establishing and helping establish many small basic factories 
at home and abroad over the past 20 years, al of which have been 
successful, and, after studying the needs of the people, the raw mate- 
rials, transportation systems, government attitudes toward industry, 
habits and personal traits and desires of the people and other factors, 
this foundation feels qualified to present this suggested plan of pro- 
cedure to quickly and safely accomplish the desired result in an inex- 
pensive manner. We believe that the work should be divided into 
two main divisions. 
A, IMMEDIATE PROGRAM 


Because of the tremendous value inherent in accomplishing some 
early and sure results in establishing some small basic factories as 
regional demonstration units and training schools, we suggest the 
following procedure: 

1. Separate the underdeveloped areas into regions for the purpose 
of demonstration and training and select desirable locations for those 
units. 

2. List and describe types of standard small basic factories uni- 
versally suitable for these underdeveloped areas. Avoid expensive 
laborsaving devices for they are uneconomical. 

3. Find in America some of these plants which are now going con- 
cerns but find it difficult to compete woith similar plants with the 
latest innovations. 

4. Negotiate with interested Governments at chosen sites for the 
temporary establishment of these demonstration and training units. 

5. Negotiate with present ownership and management of the 
American plants under section 3 to ship and establish these plants 
at the chosen sites and demonstrate their productivity. 

6. Contract with persons or organizations qualified to effectively 
train students from the region, making sure they use the most direct, 
on-the-job methods, taking full advantage of their zero knowledge, 
which we maintain is a great asset. Usually those mentioned in 
section 5 are good prospects for this work. 

7. At the close of the desired training program, sell the plant as a 
going concern or move it to a new site to establish another school. 

This method is the most foolproof and economical—under proper 
direction—yet devised and is the sure means to accomplish early satis- 
fying and solid results. It will no doubt result in countless uncom- 
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petitive American plants being transplanted overseas as mixed 
American foreign ventures or sold outright as established operating 
concerns by private enterprise. 


LONG-RANGE PROGRAM 


Even the most progressive program envisioned under A above, in- 
cluding the subsequent establishment of many uncompetitive Ameri- 
can plants overseas could no more than skim the surface of the needs 
of over 11% billion people on two-thirds of the land of the world. 
There is obviously a tremendous need for these small, highly efficient 
basic factories for local markets. 

America is the logical country to supply these tools, the supplies 
needed with them, the process materials not available locally, and 
the specialists to set them up as going concerns and help in many other 
ways. It isa tremendous potential business and the sure and friendly 
way to tie the free world together on the basis of respect, understand- 
ing, and good will. 

Continued close relationship would also be one of economic neces- 
sity to obtain the right parts and supplies for the established plants 
overseas. 

So in the second or long-range program we suggest the following: 

1. Design and have produced ideal basic manufacturing and proc- 
essing plants to meet the needs of the remote areas. These as in A 
above should avoid expensive uneconomical laborsaving devices, con- 
centrating attention to the most efficient units which govern quality 
and quantity of production. Machinery manufacturers, engineers, 
and operators from the industry can give valuable service. 

2. As these become available and are tested and proved their avail- 
ability should be made known to all applicable areas, together with 
what they use for raw materials and what they can reasonably be ex- 
pected to produce both in consumer goods for local consumption, and 
profits. 

3. Establish these as demonstrators and schools where they will not 
be competitive with similar plants already established. 

4. Point out to American machinery manufacturers the tremendous 
world market available and encourage them to produce and supply 
these plants competitively. 

America’s bringing to life this tremendous new era of basic manu- 
facturing will not only make her markets for machinery manufactur- 
ing but will, before we know it, bring us gradually unlimited markets 
for all other type of high manufacture. They cannot possibly com- 
pete with us on these higher products or in fact even make them com- 
petitively. Our great industrial head start can keep us way out in 
front if we have the continually new markets mentioned herein. And 
the highest forms of manufacturing bring the greatest wealth to those 
who make them. 

Thus, while helping our neighbor tremendously, we are most surely 
helping ourselves even more. This is no novel theory, but the absolute 


result of every similar experience recorded in the history of mankind 
to date, 
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PRESENT SITUATION 


The events of the past few days, the signing of the Austrian Peace 
Treaty and other peace overtures by the Communists, give tremen- 
dous urgency to the matters which we are presenting to you here 
today. 

This far-reaching plan and program which can turn the course 
of history is just as valid in time of hot war, cold war, or peace, but 
Russia’s apparent about-face i in her tactics for world conquest leaves 
us extremely vulnerable. It is very evident that her new attack— 
apparently having been stymied by our strong military defense—is 
an economic one. Some of us have consistently believed that this 
has been her fundamental plan from the beginning. 

It now appears that our enemy’s approach is twofold—to try to 
strangle us to death by economic depression at home and to quickly 
win a huge popularity contest in the poverty-stricken areas of the 
world and infiltrate their nations through an industrial development 
and promised industrial development program. 

Austria now has a signed peace treaty after these many years. 
She should have had it 6 years ago when all important points were 
agreed upon. During that 6 years, according to our own State De- 
partment account, the Soviet proceeded as follows 

Immediately after the liberation of Austria they began to dis- 
mantle factories and plants in their zone and ship the equipment to 
the Soviet Union. Estimates for that first year on equipment taken 
from Austrian metalworking machinery, and locomotive industries 
alone run to 67,778 pieces. The total of the Soviet take probably will 
never be known. While we poured $1.5 billion in economic sustenance 
into Austria, the Russians took out $1.5 billion in production machin- 

ry and commodities. 

This, of course, is mere repetition of what has happened in all the 
Soviet satellite countries since their occupation—in effect largely 
reducing those countries to serfdom and accumulating great quantities 
of production tools in Communist hands. Why is she acquiring them? 

It seems obvious to us that her purpose is twofold. 

1. To systematically flood the United States foreign markets with 
very low cost merchandise from the Soviet Union, to crowd us out 
of world trade; and 

2. Promise to and actually establish factories in those factory- 
starved areas of the world and thereby gain dominance and control 
of those countries, finally enslaving their peoples. 

The best information we have been able to obtain indicates that 
very extensive industrialization of Communist China has been accom- 
plished. To people who have never had anything but destitution 
and despair it is irresistible. One does not have to use his imagina- 
tion much to realize that they might accomplish quickly through 
setting up plants in the stricken areas what they could not do with 
military forces. 


CONCLUSION AND RECOMMENDATION 


It is our considered opinion after many years of study and observa- 
tion that there can be no just world peace that does not take into 
account the poverty and misery and hopelessness of a vast segment 
of our human family. 
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Basically, wars in modern history have their roots deep in economic 
stress and strain. God in His infinite wisdom is no respecter of per- 
sons and the obligation of America is equal to her wealth and talents. 
Our great wealth and talents lie in our knowledge and ability to pro- 
duce the means for the good things which these nations need which 
is first, factories. Lf we fail, then we of all men are miserable. 

It may be that a reasonable and honest approach to our obligations 
will make possible the Kingdom of God on earth even in our day. 

The work must be genuime. Experience shows that no amount of 
high-sounding eulogies or academic proposals, or hallow promises 
or high-minded theorism, or bureaucratic expediency can accomplish 
anything but universal failures. 

Legislation and directives from honest and able God-fearing rep- 
resentatives of the people to honest and able God-fearing public serv- 
ants can do the job. We urge you therefore to not only provide the 
money needed for this most important work but also carefully safe- 
guard the expenditures through legislation to prevent gross waste and 
to accomplish the great task before us. 

Mr. Morgan (presiding). Thank you, Mr. Hervey, for your state- 
ment. Where is the headquarters of your organization ? 

Mr. Hervey. Hertford, N. C. 

Mr. Morgan. Do you operate a factory there ? 

Mr. Hervey. We did, yes. We had four schools there, different 
types of schools, and originally we operated on a naval recruiting sta- 
tion and in the new defense program for the Norfolk area, they have 
requested that back. They are taking it back. 

We have «a proposal now before FOA, to send about one-third of 
that equipment to Ethiopia to set up a training school there for east 
Africa and the Near East. 

Mr. Morgan. Has any technical assistant trained in your school 
been used by FOA? 

Mr. Hervey. No, sir. None. I have made proposals since 1949; 
particularly in Lran. We have made a series of proposals. All of our 
proposals have been very highly received and highly spoken of, but 
nothing has happened. 

Mr. Morean. The work you have done in Central America and 
South America has been private work that was engaged by these 
countries ¢ 

Mr. Hervey. It was done as a gift. We received nothing in return. 
That is just a small part of what we have done. 

Mr. Morean (presiding). Mr. Burleson 

Mr. Burteson. You have asked the questions that I had in mind, 
Mr. Chairman. Thank you. 

Mr. Morgan. Mr. Hays—— 

Mr. Hays of Arkansas. Mr. Hervey, I have listened to your state- 
ment with great interest and I think you have done us a service in 
letting us have your recommendations. We will follow the develop- 
ment with great interest. 

Mr. Morgan (presiding). Thank you, Mr. Hervey. 

Mr. Pumir Scuirr 

Mr. Schiff is the chairman of the continuing action committee of 
the American Association for the United Nations. 
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STATEMENT OF PHILIP SCHIFF, CHAIRMAN, CONTINUING ACTION 


COMMITTEE, AMERICAN ASSOCIATION FOR THE UNITED NA- 
TIONS 


Mr. Scuirr. I realize the committee has had a full and long day, 
und I wish in some way we could let the taxpayers know that Con- 
gressmen like some of you work all hours of the day and night. 

Mr. Chairman and members of the House Foreign Affairs Com- 
mittee, my name is Philip Schiff. While I appear before you 
at this time as an individual, I identify myself as a member of the 
board of governors of the American Association for the United Na- 
tions and Chairman of its continuing action committee. 

Permit me first to say the American Association for the United 
Nations, foremost of the nongovernmental agencies devoting its ener- 
gies and total resources exclusively to the promotion of the United 
Nations, looks upon the technical assistance program as one which 
has fired the imagination and hope of the entire world, particularly 
the people of the underprivileged areas. It sees in the technical assist- 
ance program a great spiritual force for awakening the efforts of 
mankind to achieve a peaceful world. 

Ours is not the only organization concerned with the impelling 
need to see the United Nations Technical Assistance Program receive 
the fullest possible support by our government. 

For the past five years, under the sponsorship of the American 
Association for the United Nations, approximately 100 national or- 
ganizations have gathered in annual sessions to consider the role 
of our Nation in world affairs. These representatives speaking as 
individuals but with a sense of responsibility to the organizations 
they represented, gave wholehearted accord to the problem of United 
Nations technical assistance by the United States because it outlined 
one of the truly great approaches to peace through humanitarian 
rather than military effort. 

We saw in this technical assistance resolution one of the great justi- 
fications for the establishment of the United Nations as mankind’s 
last and best hope for peace. We looked upon the technical assistance 
program as one of the real cornerstones of our foreign policy because 
it is directed toward the economic and technical development of indus- 
trially retarded peoples—it is one of the great deterrent forces against 
world communism which thrives on the poor economic soil of under- 
developed countries where it makes such great strides in its efforts 
toward world conquest. 

Our Resolution on Technical Assistance is submitted for your con- 
sideration. It reads as follows: 


RESOLUTION ON TECHNICAL ASSISTANCE 


Technical assistance programs of the United Nations and its specialized agen- 
cies have given to the peoples of the great underdeveloped regions the first visible 
proof of the meaning of the purposes of the United Nations Charter for inter- 
national aid. Those programs constitute an essential element in the offensive 
against poverty, disease and illiteracy, necessary for freedom and progress. 

Bilateral agreements such as the United States program under FOA and 
regional programs such as the Colombo Plan, should be directly related to the 
United Nations and carried out in cooperation with the programs of the United 
Nations and its specialized agencies at a greatly expanded rate. They should 
be based on long-range efforts over at least 3 years instead of year-by-year 
appropriations. 
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We urge the United States to avoid a repetition of this year’s spectacle of 
paralyzing delay and default in meeting its share of the United Nations technical 
assistance budget, and to provide in the future for long-range planning. 

We have every reason to believe this position is fully supported by 
the governing units of those organizations whose representatives gave 
their unqualified approval toit. If this be the case, then approximately 
60 to 70 million people will have spoken, because every important 
segment of the population—churches, synagogues, labor, welfare, civic, 
women’s groups, colleges, veterans, and so forth participated in the 
deliberations leading to the passage of this resolution. 

If one were to consider the United States financial contribution to 
the technical assistance program of the United Nations under the 
proposed request for $24 million, it would amount to 15 cents for 
every man, woman, and child in this country. What a small price to 
pay for one of the greatest instrumentalities invented by the genius 
of man toward lifting man’s hopes and aspirations for a better and 
more peaceful world. In the success of such a program resides one 
of the great hopes of mitigating and eliminating the causes of war. 
To paraphrase Sir Winston Churchill, “Never has so little money 
done so much for the welfare of mankind and for democracy.” 

Such a constructive program is in our self-interest as well. Whether 
we like it or not, the mantle of world leadership has been thrust upon 
us. To a very large extent the manner in which we wear this mantle 
will determine the future peace of the world. It goes without saying 
that if we are to continue to prosper we must make it possible for 
other nations to prosper. 

Our Technical Assistance programs have helped immeasurably 
to increase the productivity of underprivileged nations. The rollcall 
of these nations will indicate better health conditions, partial aboli- 
tion of many diseases, better housing, greater agricultural productiv- 
ity, more literacy, better transportation, higher manufacturing 
returns, greater diversification of industries, development of power 
facilities and mineral resources—all of them the kind of ingredients 
which lend strength to the growth of democratic processes, and to 
the achievement of economic and political stability in all countries. 
This they cannot continue to achieve without our support, for the 
time being. To the extent we fail in carrying out our responsibility 
to that extent will we hold back progress toward those goals which 
we cherish so dearly. 

May I also say a word about the proposed 18-month appropriation 
requested by the President. I believe it should receive the full sup- 
port of your committee. 

You are undoubtedly aware of the effect which our last contribu- 
tion of six and a half millions to the United Nations technical assist- 
ance program had upon the ability of the United Nations to plan 
and carry out its worldwide program. It must have been a source 
of real embarrassment to our United Nations delegation to have waited 
an inordinate amount of time before handing over our check for this 
amount, covering the second half of our commitment for fiscal 1955. 

The United Nations watched our every move with bated breath, 
wondering when this 6 months’ appropriation to back up our pledge 
would be paid. In fact, when the House of Representatives cut the 
appropriation by $4 million, it created consternation in the minds of 
those who were responsible for the program. Thanks to the efforts 
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of the Senate Appropriations Committee and the Senate itself, most 
of this cut was restored. 

In my opinion, it behooves us in the interests of America’s goo 
name not to let this happen again. We have a grand opportunity to 
help provide orderly planning for the United Nations technical assist- 
ance program by approving and appropriating on an 18-month basis. 
It is good sound business to adopt such a procedure. 

It is my understanding that if funds are appropriated by our Goy- 
ernment for the calendar year 1956, it would be possible for our dele- 
gation to the United Nations to make its pledge when other nations 
do—in November 1955. 

Thus, funds which have been obligated prior to the end of the 
fiscal year would be available for expenditure for 2 years beyond the 
fiseal year. If such assurance could be given to the United Nations 
through appropriate legislation, appropriated funds under this pro- 
gram could be expended by the end of calendar year 1956. 

Since 1950 the records show that almost $100 million has been 
pledged by 75 different nations with gradually increasing totals. Thus 
far, for 1955, other countries have increased their pledges by an aver- 
age of 16 percent. More than 100 countries have received technical 
assistance in the four and a half years of the program’s operations— 
a remarkable record, indeed. 

Reams and reams of paper have been used to glorify legitimately 
the United Nations technical assistance program. What we need is 
to continue to give of our substance toward promoting the kind of 
world which will learn to live in peace and freedom. 

There is a simple but profound truth to learn in all of this— 
namely, that military strength is not enough to guarantee the future 
security of the world. It must be bolstered by a greatly expanded 
economic aid program in which technical assistance plays a vital role. 
This is particularly true of Asia and Africa where social and eco- 
nomic upheavals are bound to occur and where the future ideological 
battles will be fiercely fought. In this part of the world we are ina 
race with time. Whether we breast the tane ahead of our adversaries 
will determine the future peace of the world. 

Yours is a glorious opportunity to uphold the best of our traditions 
by approving the full $24 million requested. All of us at home and 
tens of millions of people throughout the world who would benefit 
from such a program look to you for the kind of bipartisanship leader- 
ship and direction which will command the respect of mankind. 

T would like to thank the committee for the opportunity to come 
before vou . I believe that the program of technical assistance, par- 
ticularly the U. N. technical assistance program is one that certainly 
has been dealt with very considerately by the Congress over the years. 

I have prepared and will submit for the record, the cost of the 
program. 

(The document referred to follows :) 


Whuat THE U. N. Costs 
Here is some material for a mathematics class : 
DOLLAR COSTS 


What is the per capita cost to 160 million Americans for the United Nations 
and the specialized agencies in 1955: 
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Per capita 


Amount (cents) 





U.N. budget-- mew enn n nnn e eee - een ------- Se SES kA $13, 407, 200 8 
10 specialized agencies. -_.--.--..-----.----- . bi pebSbc pepe 10, 894, 300 6 
Specific U. N. programs (including technical assistance) - - ------------- 68, 354, 871 42 


Total.- a ey ae ae ee ae eS ee a 92, 656, 46) 56 


DOLLAR RETURNS 


Do citizens of the United States receive any direct return for their participation 
in the international agencies : 

U. N. pension funds are invested in United States______.___-_---_~-- $56, 000, 000 
U. N. spends in salaries, purchases, etc., yearly 30, 000, 000 
Delegates and employees spend yearly about 7, 000, 000 

The fact remains that our U. N. technical assistance program is 
costing us about 15 cents per person. I am quite concerned at this 
point, when we are celebrating the 10th anniversary of the United 
Nations, that the House, should think of its particular responsibility 
in terms of the appropriation, as well as the authorization—I realize 
you are not going into the appropriations matter, at this time. 

For 5 years, now, the American Association for the United Nations 
has met here in Washington. I believe it is fair to say that approxi- 
mately 100 national organizations, including all of the great churches 
and synagogues of America, including labor, business, welfare, civic 
groups, and women’s groups—if we added them all up, we would 
arrive at a point where one could say 60 million or 70 million people, 
varticipatid in these conferences—all of them have been involved in 
this program. It has not been a program where we have quickly 
gotten up the resolution which you will find in the statement. 

Our process was a very simple one. We came here and for 3 days 
deliberated on this resolution. We do pretty much what the House 
does in the way of setting up subcommittees, and then have full diseus- 
sion on the floor, of its full committee’s report. This resolution on 
technical assistance for the United Nations has been unanimously 
endorsed by all of these representatives of these organizations. 

I-think this is a very vital matter before this committee in terms 
of the authorization. 1 would express the hope that it would do what 
the Senate has done, that is to provide for an 18 months’ provision for 
the technical assistance program. 

The President has asked for $24 million for the program, over an 
18-month period. I recall the struggle we had in the last session of 
the Congress when unfortunately the 6 months’ appropriation for 
fiscal 1955, when the authorization had come through, was not ap- 
propriated for by the House. The subcommittee of the House Ap- 
propriations Committee, as a matter of fact, cut the appropriation 
by some $4 million, as some of you will recall. It was only because 
of the good fortune we had with certain Members of the House, as well 
as with the Senate Appropriations Committee, that the compromise 
igure of $6.5 million was finally arrived at. It didn’t do us any good 
at the United Nations, it didn’t do us any good in terms of public 
opinion in this country, to see this thing happen. 

lherefore, we believe, as we have studied the problem, that it would 
be so much better if we could provide an 18 months’ provision so that 
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the proper handling and development of the United Nations program 
could go forward. 

This is one of the main items we would like for you to consider. 

I recall a discussion that I had with Senator George on this matter, 
I asked specifically whether or not it would be possible for the Congress 
to appropriate on the 18-month basis, or to authorize on the basis of 
18 months. Our good friend the Senator said, “If the authorization 
goes through, you can be assured that the 18 months’ provision will 
go through.” 

I would express the sincere hope of all of these groups who attend 
these conferences that you would back up an authorization of the 
18-month provision. Finally, let me cut my discussion short and say 
to you that I think it would help us considerably to know that as the 
bipartisan delegations go to San Francisco and as the President goes 
into his summit conference with other heads of government, it would 
be a wonderful thing for the world as well as for our own country, for 
all of our Members of Congress on both sides of the aisle, as well as the 
executive department, of the tremendous strength that will come 
from the realization that there is this great concern that we have for 
technical assistance, because of its great humanitarian, because of its 
great ethical, as well as, I believe, its tremendous religious values. This 
is something the world will appreciate. 

I would like to say much more, Mr. Chairman, but I am afraid 
the hour is late for you. I could stay on, perhaps and take some ques- 
tions, but I cannot impress upon you too much the fact that this state- 
ment represents, I believe, public opinion in the country, as nothing 
else has represented this particular type of public opinion, when it 
comes to the matter of foreign affairs and foreign policy. 

I want to thank you for the opportunity at least of saying those few 
things and I know this committee—which has been very decent to the 
U. N. technical assistance program—will continue to operate along 
those lines. 

Mr. Morean (presiding). Thank you, Mr. Schiff. 

What are some of the organizations of this hundred that you say 
make up your association ? 

Mr. Scuirr. Well, the conference is made up of this 100 organiza- 
tions. These conferences are sponsored by the AAUN. Then, we have 
groups like the National Council of Churches. The National Catholic 
Welfare Conference. The Synagogue Council of America. The CIO, 
the AFL. the General Federation of Womens Clubs, the League of 
Women Voters. 

IT suppose if I were to give you the rollcall, I think it would be the 
rolleall of America, because I think these groups have studied the prob- 
lem. They do not come there unprepared because they send their for- 
eign affairs experts. 

I might say to you, too, the veterans groups, most of them, come to 
the conferences, because we believe it is an opportunity through that 
kind of a forum to develop for the Congress as well as for the country, 
the kind of public opinion that we think stands behind this kind of 
a program. 

Mr. Morean. You endorse the full $24 million? 

Mr. Scuirr. We not only endorse it, but we would urge you to see 
to it that it does go through on the 18 months’ provision basis. 

Mr. Moraan (presiding). Mr. Burleson 
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Mr. Burreson. And I assume the reason for it is so that you can 
plan over a long-range period? 

Mr. Scutrr. That is right. Otherwise, Mr. Burleson, what hap- 
pended at the last session—well it was just not good. The U. N. could 
not plan. Our State Department could not plan. We had to go back 
to the Appropriations Committee on both sides of the aisle. We had 
to in a sense plead that they hand this check over as soon as it was 
committed. It left us in a pretty bad public-opinion state, in terms of 
the rest of the countries who were contributing their share of the 
money. I am sure it will not happen again because I think America 
is too concerned with its own welfare to be left in the position of hold- 
ing back while everybody is going forward. 

It is not a departure from practice to authorize and appropriate 
on an 18 months’ basis. I understand this is so from Senator George— 
and goodness knows he is certainly an expert on many things—if he 
said that to me—and the record will show that he did, then I, for one, 
think that we are on solid ground. 

Mr. Burteson. Thank you very much. 

Mr. Morean (presiding). Mr. Hays 

Mr. Hays of Arkansas. I want to thank Mr. Schiff for a splendid 
statement, and also for his kindness to those of us who have been able 
to come, tonight, to hear a representative of an important organiza- 
tion. I know something of its work. It does represent a cross section 
of America. 

Mr. Scuirr. Thank you, Mr. Congressman. 

Mr. Morean (presiding). Thank you, Mr. Schiff. 

The committee stands adjourned until 10:30 tomorrow morning. 


(Whereupon, at 10:45 p. m., the committee adjourned to reconvene 
at 10: 30 a. m., Friday, June 17, 1955.) 

(The following statements have been received for inclusion in the 
record :) 


TANGIER, Morocco, Vay 16, 1955. 
Hon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
United States House of Representatives, 
Washington, D.C. 

DEAR Mr. CHAIRMAN: It is as an American citizen born in Sioux Falls, S. Dak., 
that Iam writing you. I was a United States vice consul at Casablanca, Morocco, 
during the last war, including a year and a half preceding our landings in North 
Africa. This experience is related in a book I wrote, entitled Adventure in Di- 
plomacy published by Dodd, Mead & Co. in 1945. 

After the war I entered in business in French Morocco. My interests included 
the founding of a bottling company to bottle Coca-Cola for Casablanca and the 
Rabat area. For 7 years I was managing director of this company. I also have 
minor mining and manufacturing interests in Morocco. 

The appeal of Morocco to my type of American is that it is required by inter- 
national law to maintain a system of free competitive enterprise. The French 
have not respected these laws and, moreover, because of the laxity by our State 
Department, Moroceco’s economy has been systematically turned into one even 
more regimented than the hotch-potch of licenses, controls, quotas, and cartels 
which prevail in France itself. 

A system contrived to give exorbitant profits to the French sugar cartel has 
raised the price of sugar so much that it is impossible to produce Coca-Cola for 
prices in keeping with French-Moroccan incomes. Similar arrangements affect 
every phase of Moroccan economy under French rule. I have transferred my 
activities to Tangier where an international body, operating under the same 
treaties, respects these treaties and maintains free competitive enterprise. 


63245—55——_41 
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I have followed and been very gratified by your compliance requirement con- 
tained in section 413-b-3 of the present Mutual Security Act. From my own 
diplomatic experience I know that, if the State Department wants to enforce 
these treaties, this congressional mandate would make such enforcement far 
easier. 

At any rate we are making great sacrifices to eliminate trade barriers and 
raise standards of living. It is preposterous for us to condone totally illegal 
barriers which raise living costs in a backward area—especially when such bar- 
riers flagrantly violate treaties ratified by the United States and reaffirmed by 
the International Court of Justice of the Hague in 1952. 

I respectfully request that your new Mutual Security Act reaffirm and 
strengthen the position taken by Congress in the 1954 act. 

I also request that you bring this letter to the attention of your committee and 
include it in your hearings record. 

Yours sincerely, 
KENNETH PENDAR. 

P. S.—The enclosed is a note on the case brought against the United States by 
France before the Court of Justice of the Hague. 


In the International Court of Justice the United States argued that free com- 
petitive economy is required by treaties between the United States, France, and 
Morocco ; that the right to enjoy free economy is guaranteed to Morocco by France 
and the United States and that enforcement of this guaranty is in Morocco’s 
best interest. In Court the United States gave the example of sugar price struc- 
ture in Morocco as an outstanding violation of the free economy requirement 
which damages the Moroccan economy by making French Zone Moroccans pay 
exhorbitant prices for their sugar (p. 30 U. S. Oral Arguments before I. C. J. in 
case France v. U.8.). 

In answering a complaint about illegal sugar restrictions made by Mr. Ken- 
neth Pendar of Casablanca and forwarded by Senator William Benton, the De- 
partment of State condemned the system complained of. The Department ex- 
plained that the system in effect taxes refined sugar from non-French sources 
and even from local Moroccan refineries and that funds provided by these taxes 
were used to pay bonuses to French sugar refineries whose prices are too high 
to permit them otherwise to compete. The Department admitted Mr. Pendar’s 
charge that the described system prevented French Zone Moroccans from enjoy- 
ing the competitive prices prevalent at Tangier where the International Govern- 
ment respected the treaties which, legally, are identically binding on French 
Zone officials, The Department wrote Senator Benton: 

“* * * The price controls previously mentioned are largely responsible for 
the higher price of sugar in the French Zone. 

“While the Department has consistently urged the French Protectorate Goy- 
ernment to restore complete freedom to the sugar business in Morocco * * *, the 
Department does not consider it advisable to press this point further until the 
International Court of Justice has rendered its decision in the case now before 
that body between the United States and France regarding the nature and extent 
of the United States treaty rights in Morocco. At the time France instituted the 
suit, the two Governments agreed that the status quo would be maintained pend- 
ing the decision. The present situation regarding sugar is part of this status quo.” 
(Department of State letter to Senator Benton, June 9, 1952.) [Italic added.] 

In August 1952 the Court held that in Morocco French officials must maintain 
the principle of “economy liberty’—free competition. This removed the Depart- 
ment’s excuse for delaying the restoration of “complete freedom to the sugar 
business in Morocco.” The price controls which the Department claimed to 
oppose still remain essentially unchanged. The Department has not acted to end 
them. An Assistant Secretary of State and a Director for Africa who had juris- 
diction in 1952 still have jurisdiction. Their policy has always been to oppose 
free economy in Morocco. The elimination of their 1952 excuse has not altered 
the policy. 
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NATIONAL FOREIGN TRADE COUNCIL, INC., 
New York 6, N. Y., June 9, 1955. 
Subject : Mutual Security Act of 1955. 
Hon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, 
Washington, D. O. 


Deak Sie: In connection with the hearings on the draft bill to amend the 

Mutual Security Act of 1954, we should like to record our support of the amend- 
ment to S. 2090 Mutual Security Act of 1955 introduced on the floor by Senator 
Magnuson and adopted by the Senate. (Congressional Record, June 2, 1955, pp. 
6475 and 6476, S. 2090, p. 4 line 15 to p. 5 line 3), or other effective measure 
designed to nullify the discriminatory and restrictive insurance practices of a 
number of countries furnished assistance under the United States foreign aid 
rogram. 
. The subject of the elimination of discrimination by foreign governments in 
the field of commercial insurance to the end of providing open insurance markets 
for the protection of international trade and investments has been considered by 
the National Foreign Trade Council on several occasions, including the Forty- 
First National Foreign Trade Convention held in New York, November 15 to 17, 
1954. In line with the resolution passed at the 1954 convention, we urge that 
every appropriate measure be taken to gain acceptance of the principle of non- 
discrimination in the commercial insurance field. 

It is requested that this letter be made part of the record of the hearings on 
mutual security. 

Very truly yours, 
WILLIAM S, SWINGLE, President. 


STATEMENT BY Jorn C. LYNN, LEGISLATIVE DIRECTOR, AMERICAN 
FARM BUREAU FEDERATION 


The American Farm Bureau Federation appreciates this opportunity to dis- 
cuss with the Committee on Foreign Affairs several aspects of the foreign aid 
bill, 8. 2090. 

Farm Bureau is a farm family organization, financed by membership dues on 
a voluntary basis without a checkoff. It is an independent, nongovernmental 
organization of farmers, by farmers, and for farmers. It was organized to pro- 
vide a means whereby farmers can work together and speak with a united voice 
on the problems which affect them, either as-farmers or citizens. At the close 
of our last fiscal year, November 30, 1954, we had 1,609,461 paid-up member 
families in 48 States and Puerto Rico. 

The President in his message of April 20, 1955 (Congressional Record, p- 
4085). reeommended for foreign aid for fiscal 1956 as follows: 


Budget for Mutual Security 
1956 BUDGET 


Economic programs $712, 500, 000- 
Techmienh . COGMIURTIOR coo 5st wieicin eins nn- ss $172, 000, 000 
Special programs 175, 500, 000 
Development assistance_________.__-___________ 165, 000, 000 
Special President Fund (Asia) 200, 000, 000 
Worldwide contingency fund 100, 000, 000° 
Defense support 1, 000, 200, 000 
Military assistance and direct forces support. _.__________ _.. 1, 717, 200, 000 


Total _ 3, 5380, 000, 000: 


UNEXPENDED BALANCES, END OF 


Military assistance $6, 834, 500, 000 
Nonmilitary assistance 1, 894, 000, 000 





8, 728, 500, 000 
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We are not able to judge the exact dollars needed for each of the items in 
the foreign aid budget; however, we are impressed with the magnitude of the 
program being proposed for fiscal 1956 and the size of the unexpended balances, 
and believe in many instances the dollar authorizations can be reduced without 
impairing our mutual security. 

When we consider the fact that during the past 10 years foreign grants and 
credits have amounted to about $49 billion, of which about $38 billion have 
been in the form of gifts or grants without obligation for repayment, we should 
analyze these programs to make sure that maximum good is being accomplished 
for the dollars and material being expended. 


BUDGET REQUIREMENTS SHOULD BE CLEARLY STATED 


We believe that United States aid for mutual security should be divided into 
three separate and distinct programs—amilitary aid, economic aid, and technical 
assistance—each with its own appropriation. This will make it possible to 
expand or diminish any one of these programs without disrupting the others. 

For example, it has been especially difficult for us to distinguish between 
economic aid and technical assistance. We believe that these programs should 
be specifically separated out as far as the budget is concerned so that each 
program could be analyzed from a budgetary point of view. When we have 
made suggestions that one or more of these programs could be curtailed, the 
administrative agencies of government usually attempt to show how each of the 
programs is interrelated in such a manner that makes it very difficult to reduce 
one without affecting another. 

Under the proposed program the President would separately have an author- 
ized fund of some $300 million. With the fluid situation existing in the world 
today we recognize the need for funds to meet emergency problems; however, 
in our best judgment this amount is excessive. 

A contributing factor to our inability to greatly expand the sale of agricultural 
commodities under title I of Public Law 480 is the vast amounts of dollars 
available for gifts and grants. We believe this type of program should have 
less emphasis in the current situation, and instead reciprocal trade agreements, 
foreign private investments, and the provisions of the Agricultural Trade De- 
velopment Act of 1954 (Public Law 480) should be used. 


SUBSTITUTE TRADE FOR AID 


The American Farm Bureau Federation believes that economic aid in the 
form of monetary grants should be discontinued. Quoted below is our 1955 
resolution dealing with economic aid. 

“We believe that economic aid on a grant basis seldom accomplishes its 
intended purpose, but instead tends to weaken our economy as well as that of 
the recipient, and often diminishes United States prestige abroad. Except in 
disaster, we recommend that monetary grants be replaced by loans which assure 
the opportunity to repay the United States in goods or services. These loans 
should be made through banking institutions on a sound basis with provisions 
to repay in goods which complement our economy, or in goods or services which 
would otherwise require United States dollar appropriations.” 

Our analysis indicates that S. 2090 authorizes $1,506 million for economic aid 
of various types. 

Loan requirements affect only $200 million of this amount since the Dil! 
specifies that only 50 percent of the “President’s fund for Asian economic devel- 
opment” must be in the form of loans. 

It is left entirely to the discretion of the administration whether $1,306 million 
of economic aid should be loaned or used as economic grant aid. 

We earnestly urge that a provision be inserted in this bill which will assure 
that whenever possible this economic aid should be in the form of loans rather 
than grants. 

This will encourage the expansion of mutually advantageous trade and will, in 
the long run, produce more permanent benefits. In addition our experience 
indicates that most countries would prefer to have aid in the form of loans. 

In his message of April 20, 1955, the President stated that this program 
“emphasizes loans rather than grants whenever possible.” We feel that the bil! 


roars give clearly this direction indicating that greater emphasis be given to 
oans. 
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PROGRAM SHOULD BE DIRECTED TOWARD COUNTRIES’ REAL NEEDS 


The nations with whom it is important for the United States to join in mutual 
security efforts fall roughly into groups : 

(1) The highly industrialized nations like Japan and the countries of Western 
Europe. Taken together, these nations need to import about one-third of their 
food, all of their cotton, and most of their raw materials. The import require- 
ments are increasing because of population growth, rising standards of living, and 
exhaustion of their own raw materials. They must export not only to pay for 
these imports but to maintain employment. If they are unable to buy these agri- 
cultural products and industrial raw materials in the free world and pay for them 
with their exports, they will be forced to orient their economies increasingly to 
Communist-dominated countries. 

(2) Countries which are less developed, less industrialized, but populous, such 
as Asia, Africa, and South America. Many of these countries are rich in basic 
resources, industrial raw materials, and agricultural products which are needed 
to complement the economies of the more industrialized nations, including the 
United States. The populations are underfed, underclothed, and generally in 
need of the food, fiber, and the industrial products available for export from 
other countries. 

It seems to us that our national security can best be served by the United States 
joining with beth groups of nations to support both national security and eco- 
nomie development on the one hand, and to deny these same resources to 
unfriendly powers on the other. Expanding the flow of goods and capital among 
all of these nations is a national security must to reinforce the immense military 
expenditures. In the long run, expanding the flow of goods and capital among 
nations may be more important to our security effort than military expenditures. 

In the formulation of national policies our security interests, the preservation 
of our freedom, and the prosperity of the Nation as a whole must be given major 
eccnsideration. Our national security can best be maintained with an increasing 
number of allies, each with increasing strength. An expanding and mutually 
profitable trade among nations promotes national security by creating healthy 
economic bonds of self-interest among nations. 

More emphasis should be given to this type of program and less on direct 
United States dollar-aid appropriations. 


FOREIGN MILITARY AID 


Foreign military aid should assist our allies to build up their own defense re- 
sources rather than to supply military goods produced in the United States. The 
(lispersion of the vast expenditures for defense among cooperating nations will 
not only provide purchasing power in the hands of other nations but will also 
avoid undue concentration of defense production in the United States, which 
tends to unbalance our own economy and encourages allies to let us carry an 
increasing burden for the common defense. 

We feel that the Department of Defense should take definite and immediate 
steps to achieve this objective. 

The foreign military facilities assistance program should receive greater em- 
phasis with a corresponding deemphasis on supplying military goods produced 
in the United States. 

The United States should provide some of the equipment and technical knowl- 
edge needed to increase military production in friendly countries. Our allies 
must be made more capable of meeting their own needs for replacement of 
military equipment. 

In such a mannef, they will be able to provide their own maintenance and spare 
parts and will not be forced either to use their hard-earned dollars for this pro- 
cnrement or to accept United States grants. The Senate committee report re- 
veals the seriousness of this situation when it indicates that the bulk of the pro- 
posed authorization for military assistance will go for maintenance and spare 
parts for equipment already supplied by the United States on a grant basis. 

This bill repeals section 103 (c) of the Mutual Security Act of 1954 which, we 
ire advised, has hampered the offshore procurement of military equipment. We 
feel that this is a step in the right direction. Every encouragement should be 
siven the Department of Defense toward the use of foreign production of mili- 
tary items. Countries must be made capable of supplying their own military 
needs and thereby their own maintenance and spare parts needs. , 
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The proposed amounts for direct forces support and military assistance when 
considered in light of the estimated unexpended balances seen excessive ; how- 
ever, we have no “yardstick” for measuring these expenditures. We would hope 
that this committee, after careful examination, may find it possible to recom- 
mend a reduction of these funds without endangering our security. 


UNITED STATES NEED FOR CRITICAL MATERIAL 


High United States standards of living and military security both require 
increasing quantities of basic materials such as manganese and chromium. The 
United States is increasingly dependent on imports for these critical supplies. 
Many of the underdeveloped countries have vast reserves of these materials. 
As a part of our mutual-security program we should enter into long-term agree 
ments to purchase basic materials to greatly expand our national security re- 
serves and the economies of the free nations. These United States security 
stockpiles should be isolated from normal domestic requirements and used only 
in case of a national emergency. 

Such a program would not only contribute to the economic and political stabil- 
ity and purchasing power of friendly countries, but it would also further the 
security and economic welfare of the United States and contribute to expand- 
ing trade. 

The appetite of the United States economy for raw materials has prospects 
for a phenomenal growth. The accompanying charts (attachments Nos. 1 and 2) 
(same as those submitted by Hon. Harold Stassen; see pp. 50, 60), illustrate 
the prospective sources and market for some of these domestic raw materials. 
We believe this prospective market, plus an intelligent stockpiling policy within 
the safeguards contained in H. R. 1 and Public Law 480, will protect domestic 
producers of these raw materials. 


OPPORTUNITIES FOR TRADING IN CRITICAL MATERIALS 


There are great opportunities for trading with our friends for critical mate- 
rials as illustrated by attachment No. 3. Many of these countries are sched- 
uled to receive large grants of aid during the coming year under the legisla- 
tion now being considered by the Congress. Much of this dollar expenditure 
could be saved and at the same time build up their economy and ours by trad- 
ing surplus agricultural commodities for these materials. 

To protect our economy as a whole, we believe it is wise to encourage through 
the foreign economic aid program the importation of supplemental supplies of 
critical materials within careful procedures to protect domestic producers. It 
would be unwise to pursue a long-time national policy which in 25, 50, or 100 
years would exhaust or impair our supplies of industrial raw materiais. We 
should assure our supply through imports. 


BUILDING SOUND ECONOMIES ABROAD 


In our foreign economic aid program to date, major emphasis has been given 
to increasing agricultural production. This may have been a sound approach 
in some instances, however, we believe that greater and more rapid benefits could 
be realized in underdeveloped countries if emphasis were now given to the devel- 
opment of resources and industries. In many of the so-called underdeveloped 
areas, particularly in the Far East, it is estimated that about 85 percent of the 
population are in agriculture. Certainly, these people need more food ; however, 
one of the problems facing many countries is the underemployment in agricul- 
ture. In some cases it is estimated that the gross per capfta income for the 
people in agriculture is less than $36 annually, while in nonagricultural pur- 
suits it is slightly less than $100 annually. If we are to promote the economic 
development of many of these countries, it will be necessary to develop ‘indus- 
tries that will help to relieve the population pressure on the land and develop 
fuller employment, leading to a higher standard of living. Despite these facts, 
the proposed technical assistance program for example, in Asia will devote $15.7 
million to increasing agricultural production and only $8.9 million to industrial 
and mining programs. Of the $66.5 million requested for Asia, 28 percent will 
be used for agricultural programs. 

We know that many of the countries who seek dollar aid need food, but the 
progress being made in selling commodities to many of these countries is not 
encouraging. India might be used as an example. According to our best informa- 
tion she needs rice. We are spending large sums to help India increase her 
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rice production. We have some 240,000 tons of rice available for export under 
liberal terms, however, India expresses no interest in buying from the United 
States. We simply raise the question as to whether United States economic 
aid and technical assistance is being used widely in this case. 


UNITED STATES AGRICULTURE NEEDS MARKETS 


We have a greatly overexpanded agricultural production plant in the United 
States. We have very large stocks of food and fiber, surplus to our needs. Of 
the $10 billion borrowing authority of CCC almost $8 billion will soon be com- 
mitted. It may be necessary to increase the Corporation’s borrowing authority 
to $11% billion. The storage charges and waste are very great and every effort 
should be made to utilize these stocks of agricultural commodities in our foreign 
aid and mutual-security programs. 

Section 8 (b) of S. 2090 amends section 402 of the Mutual Security Act by pro- 
viding for an additional $219 million worth of farm products to be sold for 
foreign eurrency. Section 402 stipulates that the foreign currency must be used 
for purposes of the act ‘‘and with particular emphasis on the purposes of sec- 
tion 104 of the Agricultural Trade Development and Assistance Act of 1954 
Public Law 480).” 

We feel that it is important that this program and the programs under Public 
Law 480 do not come into competition with each other. To assure that both pro- 
grams will present equal benefits to the customer-nation, we recommend that sec- 
tion 402 of the Mutual Security Act of 1954 be amended to provide that all foreign 
currency accruing from sales of farm products must be used for the purposes 
prescribed in section 104 of Public Law 480. 

In this manner we can create and expand permanent foreign markets for farm 
products and at the same time place the program on a sound businessl’ke basis. 

In pursuing such a program, it seems to us, that section 509 of the Mutual 
Security Act of 1954 is inconsistent. If this is to be a trade program, and not 
un aid program, there can be no basis for demanding that 50 percent of such 
cargoes must move in American ships. This provision hampers the program and 
increases the cost. We recommend that section 509 be amended so as to exempt 
all such sales for foreign currency from its cargo preference provisions and from 
the provisions of the Cargo Preference Act (Public Law 664). 

While we realize that this committee is not now concerned with the operation 
uf the Agricuitural Trade Development Act (Public Law 480), we would also 
recommend that sales for foreign currency under title I of that act be exempted 
from the provisions of Public Law 664. 


UNITED STATES TECHNICAL ASSISTANCE 


As stated before, we favor the technical assistance program, however, we be- 
lieve that the amount of money used in this program has been excessive and 
that in some instances it has been used as another form of economic monetary 
aid. This program should be designed to offer underdeveloped friendly nations 
technical training and demonstrational services and should not be another pro- 
gram for the extension of economic or monetary grant aid. 

Quoted below is our 1955 policy dealing with technical assistance. 

“We favor the continuation and improvement of the technical assistance pro- 
gram as an important part of our foreign policy. This program shou'd be de- 
signed to offer friendly nations technical training and demonstrational services. 
It should not be another program for the extension of economic grant aid. 

“Technical assistance should be offered to underdeveloped countries to help 
them increase their production and purchasing power and thereby become par- 
ticipants in an expanding free world economy. 

“Greater emphasis should be given to the development of resources and in- 
lustries, particularly those which complement the economies of other nations, 
instead of giving primary emphasis to agricultural development.” 

We should take a new look at the United States foreign economic policy. The 
technical assistance program, which is a part of this policy, should be designed 
and oriented to take into consideration the real needs of the countries and their 
relationship to other countries. 

This committee is directly concerned with the level of appropriations for the 
technical assistance program. We believe that if the technical assistance pro- 
gram is designed to be one of know-how and show-how and not one for further 
expansion of economic grant aid, that the dollar appropriation for the United 
States technical assistance program could be reduced. 





642 MUTUAL SECURITY ACT OF 1955 


Since it is basically a program of training and demonstration expenditure 
should be mainly for personnel, that is, technicians. However, in the program 
proposed for fiscal 1956, $26.4 million of the $66.5 million requested for technical 
assistance in Asia, will be spent on supplies and equipment. This means for 
example that about 40 percent of the funds requested are not for the “inter- 
change of technical knowledge and skills,” but rather for economic aid. 

There is ample opportunity under the Agricultural Trade Development <Act 
of 1954 (Public Law 480) for the United States to have available local cur- 
rencies for which many of these projects can be financed, and we believe, to a 
much greater advantage, than is done in many instances through expenditures 
of dollars. For example, $172 million is indicated for technical assistance for 
fiscal 1956. We are impressed with the vast amounts asked for when compared 
to some of our own domestic programs. 

We would like to point out by way of comparison that the total amount cur- 
rently being spent annually in the United States for all vocational education 
training (Federal, State, and local) is $145,951,754.10. The total annual Fed- 
eral, State, and local funds being spent for the Agricultural Extension Service 
in the 48 States, Alaska, Hawaii, and Puerto Rico amount to $100,617,112.35. 
Thus the amount being asked for technical assistance is about 70 percent of the 
total of these two United States educational programs, embracing all 48 States 
and Territories and employing many thousands of highly skilled United States 
technicians. 

MULTILATERAL TECHNICAL COOPERATION 


We strongly support the principle of technical cooperation through multilateral 
organizations. We have supported appropriations for the United Nations and 
the specialized agencies for this purpose. We believe that the Food and Agricul- 
ture Organization of the United Nations has done an outstanding job in adminis- 
tering its expanded technical assistance program. 

However, we have also repeatedly expressed our concern—to committees of 
the Congress, to individual Members of the Congress, and to officials of the 
Department of State—over the arrangements, that United States representa- 
tives to U. N. meetings have supported, to centralize administration in the United 
Nations Organization rather than having decentralized operations. At our 
annual meeting the official voting delegates of the member State farm bureaus 
adopted a resolution on this point. I will quote just one part of the resolution: 
“We oppose centralizing the use and administration of funds for specialized 
agencies in the United Nations.” 

I would like to explain briefly our reasons for feeling so strongly on this 
point. We believe that centralized economic planning and administration is 
basically wrong. The entire Federal structure of our Government is based on 
the principle of placing full responsibility on the individual and on local com- 
munity and State governments and of entrusting to the National Government 
only those functions which cannot be performed by State or local governments. 
And in our Federal programs we strive to avoid centralized control because we 
know it can readily lead to dictatorial practices and infringements of the rights 
of individuals. These points are so obvious and so taken for granted that we 
should not need to dwell on them here. 

Another reason for our strong objection to the centralized administration of 
this work in the United Nations is that we believe these programs should be 
just what their names say—technical. To be successful as technical programs 
they must be governed by technical considerations only. 

Therefore, we do not want to have the control over this multilateral technical 
assistance work go to the U. N., as it has gone, because the U. N. is set up to 
deal with international political questions. We want the control over the multi- 
lateral program in agriculture to be in FAO, which was set up for dealing with 
international technical agricultural questions. 

This, too, is a very basic point. Are these programs technical or political 
instrumentalities? We have supported them in the belief that they were techuni- 
cal. We might feel differently about them if we thought they were not. 

The Food and Agriculture Organization has a regular budget of about %6 
million of which the United States contributes about $1.6 million. The author- 
ization for FAO is fixed by Congress at $2 million. We believe consideration 
should be given to increasing this authorization, and reducing the appropriation 
for the expanded technical assistance program. 

In recent years the FAO has been carrying on what is commonly referred to 
as the expanded technical assistance program. The United States contribution 
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to this expanded program is about $16 million annually. This represents about 
56 percent of the total program. ) 

We recommend, therefore, that in authorizing an appropriation for the multi- 
lateral technical assistance program, Congress make clear its opposition to cen- 
tralized control of this program in the U. N. and express disapproval of a central 
U. N. fund for technical assistance. Instead Congress should appropriate funds 
directly to the specialized agencies. 


PRIVATE ORGANIZATIONS’ PLACE IN TCA PROGRAM 


The American Farm Bureau Federation has been active in the technical assist- 
ance program in recent years. During the last 5 years we have sponsored some 
500 young farmers for on-the-farm training in the United States for periods 
ranging from 6 months to a year, whereby they have received technical training 
in American agriculture. We also sponsor many individual and specialized 
adult groups to study agriculture and cooperative marketing. 

The Farm Bureau has a formal agrement with the Foreign Operations Admin- 
istration whereby we provide administrative supervision and work experience 
for 600 young farmers betwen the ages of 20 and 26 over the next 2-year period. 
Some 36 countries have indicated an interest in this program. We have placed 
on farms in some 25 States 165 of these young farmers who will live with farm 
families and gain experience, not only in American agricultural techniques, but 
in the American way of life. These young men live in the homes of the farm 
operators and are encouraged to participate in all of the community activities. 
We plan a followup program for 2 years after these young men return to their 
respective countries in order to be of maximum assistance to them in putting 
into practice some of the things they have learned while in America. 

This program is being operated at a very nominal cost to the Foreign Opera- 
tions Administration and we believe offers a great opportunity for American 
farm families to make a lasting contribution in technical assistance and good 
will among nations. 

The following countries are participating this year: Austria, Belgium, Brazil, 
British Guiana, Chile, Colombia, Costa Rica, Denmark, France, Germany, 
Guatemala, Iran, Mexico, Netherlands, Nicaragua, Norway, Panama, Peru, South 
Africa, Southern Rhodesia, Taiwan, Thailand, Turkey, United Kingdom, Uruguay. 

Last year Farm Bureau sponsored a 30-day visit of young people to Europe. 
In January 1955 a group of Farm Bureau leaders visited New Zealand and 
Australia to study for 6 weeks the agriculture in those countries, making short 
visits to other countries in the area. 

For 3 years we have sponsored annually a 30-day visit for some Australian 
farmers to the United States. They visit several States and live with a farm 
family. Another group arrived in the United States in April this year. 

We believe all these programs are worth while and contribute greatly to better 
understanding between nations. We believe nongovernmental organizations can 
do a great deal in the tecnhical assistance field and we shall continue to encourage 
this activity in Farm Bureau. We hope the administrative agencies of govern- 
ment will encourage more nongovernmental organizations to participate in this 
type of activity. 

We have discussed only a few of the more important aspects of the foreign-aid 
program. We fully recognize the need for a mutual security program and our 
recommendations have been made in an effort to assist the Congress in giving 
new direction to a program designed to meet the needs for our security and that 
of the free world on a long and continuing basis. 


ATTACHMENT No. 3 


1. ESSENTIAL COMMODITIES FOR WHICH THE UNITED STATES IS COMPLETELY DEPEND- 
ENT ON FOREIGN COUNTRIES AND AREAS FROM WHICH SUPPLIES CAN BE OBTAINED 


Abaca: Philippines. 

Asbestos: Canada, Southern Rhodesia, Union of South Africa. 

Castor beans: India, Brazil, Argentina, Haiti, Indonesia, Madagascar, Mozam- 
bique, Angola. 

Chromite: Turkey (metallurgical), Philippines (refractory), Union of South 
Africa (chemical), Cuba (refractory), Southern Rhodesia (refractory). Also, 
Greece Cyprus, and Brazil. 

Copra: Indonesia, Philippines, Malaya, Ceylon, India, French West Africa, 
British West Indies, Honduras, Panama, Colombia. 
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Cork : Portugal, Spain, Algeria, Morocco, possibly Brazil. 

Cryolite: Greenland. 

Graphite: Madagascar (flake), Mexico (amorphous). 

Henequen: Mexico. 

Industrial diamonds: Brazil, Gold Coast, Sierra Leone, Belgian Congo, Vene 
zuela. 

Jute: India. 

Kapok: Indonesia, French Indochina, British India, Brazil, Ecuador, Peru. 
Dominican Republic, Costa Rica. 

Lac: India, Ceylon, Indonesia, Indochina, Thailand. 

Nickel : Canada, New Caledonia, Finland, Norway, Cuba, Venezuela. 

Opium: Turkey, Yugoslavia. 

Palm oil: Belgian Congo, Nigeria, French West Africa, Indonesia. 

Platinum and associated minerals: Colombia, Canada, United Kingdom, Swit- 
zeriand, Union of South Africa. 

Quartz crystals: (Radio grade) Brazil, Norway, France, India. 

Quebracho: Argentina, Paraguay, Colombia. 

Rubber: British Malaya, Indonesia, Brazil, Ceylon, Sarawak, Mexico. 

Sisal: Java, British East Africa, Haiti. 

Teak logs: Burma, Thailand, Java. 

Tin bars, blocks, pigs, etc: Belgium-Luxembourg, Belgian Congo, Malaya, Thai- 
land, Netherlands, United Kingdom. 

Tin concentrates: Bolivia, Indonesia, Thailand, Belgian Congo, Nigeria. 

2. ESSENTIAL COMMODITIES FOR WHICH OUR DOMESTIC RESOURCES ARE BEING RAP- 
IDLY DEPLETED AND FOR WHICH THE UNITED STATES HAS ALREADY BECOME OR IS 
RAPIDLY BECOMING DEPENDENT LARGELY ON FOREIGN SOURCES OF SUPPLY. 


Antimony : Mexico, Bolivia, Peru, Chile, Yugoslavia. 

Bauxite: Surinam, British Guiana, Indonesia. 

Cadmium: Mexico, Canada, Belgium-Luxembourg, Japan, Australia. 

Cobalt : Belgian Congo, Belgium, Canada, French Morocco, Rhodesia. 

Copper: Chile, Canada, Cyprus, Union of South Africa, Mexico, Cuba, Peru, 
Philippines, Yugoslavia, Northern Rhodesia, Turkey. 

Fluorspar : Mexico, Newfoundland, Spain, Italy, France. 

Lead: Mexico, Canada, Peru, Yugoslavia, Australia, Bolivia, Spain, Tanganyika. 

Manganese : India, Gold Coast, Union of South Africa, Brazil, Cuba. 

Mercury: Italy, Spain, Yugoslavia, Mexico, Japan, Canada. 

Mica: India (splittings), Brazil (block). 

Silver: Mexico, Canada, Bolivia, Peru, Chile, Honduras. 

Titanium: Australia, India, Canada and Brazil. Possible additional sources are 
Norway, Senegal, Malaya, and French Cameroons. 

Tungsten: Bolivia, Argentina, Thailand, Brazil, Spain, Portugal, Australia, Bel- 
gian Congo, Burma, Mexico, Peru, Chile. 

Uranium ores: Canada, Belgian Congo, Australia, Union of South Africa, Mexico, 
Portgual, Brazil, India. 

Vanadium: Peru, South West Africa, Northern Rhodesia. 

Zinc: Mexico, Canada, Peru, Union of South Africa, Australia, Spain, Bolivia, 
Colombia, Costa Rica, Cuba, El Salvador, Honduras. 


3. OTHER STRATEGIO AND CRITICAL RAW MATERIALS WHICH CCC MIGHT BE ABLE TO 
OBTAIN THROUGH BARTER 


Agar Columbite Jewel bearings 
Beryl Corundum Pyrethrum 
Bismuth Emetine Sperm oil 
Cadmium Hides and skins Talc 

Celestite Hyoscine Zirconium 


FRIENDS COMMITTEE ON NATIONAL LEGISLATION, 
Washington, D. C., June 18, 1955. 
Representative JAMEs P. RICHARDS, 
House Office Building, Washington 25, D.C. 
Dear Mr. RicHarps: I am enclosing a copy of a statement which was filed 
today with the House Committee on Foreign Affairs, in support of the Presi- 
dent’s requests for funds for technical cooperation and economic development 
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programs of the United States and the United Nations, under the mutual security 
pill for fiseal 1955-56. 

In particular, the Friends Committee on National Legislation recommends fav- 
orable consideration of the President’s requests for the U. N. technical assistance 
program, the “permanent solutions” program under the Office of the U. N. High 
Commissioner for Refugees, and the U. N. Children’s Fund. Too often funds for 
these important programs, insignificant in comparison with the military requests 
in the same bill, are omitted or cut in the final stages of consideration. 

It is our hope that the authorizations, and later the appropriations, for this 
constructive work will have your full support. 

Very sincerely, 
Epwarp F. Snyver, Legislative Secretary. 


STATEMENT OF Epwarp F. SNYDER ON BEHALF OF THE FRIENDS COMMITTEE ON 
NATIONAL LEGISLATION To Be FILED WITH THE HOUSE COMMITTEE ON FOREIGN 
AFFAIRS, JUNE 18, 1955 


My name is Edward F. Snyder. I am legislative secretary of the Friends Com- 
mittee on National Legislation, 104 C Street, NE., Washington, D.C. The Friends 
Committee on National Legislation is an organization which seeks to represent 
the religious concerns of the Society of Friends (Quakers) but which does not 
speak officially for that group, because its democratic organization does not 
lend itself to official spokesmen. 

We should like to recommend that the House Committee on Foreign Affairs 
authorize the full amount of the President’s requests, under the mutual security 
appropriations bill, for technical cooperation and development assistance. We 
believe that the United States should continue and expand both its bilateral and 
multilateral programs. In an interview reported in the June 10, 1955 issue of 
U. S. News and World Report, in response to the question of whether ‘“‘some- 
thing like the Marshall plan had been set up” after the First World War, that 
would have prevented Hitler from gaining power, West Germany’s Foreign Min- 
ister Designate, Heinrich von Brentano, replied : 

“T am firmly convinced the political and economic isolation of Germany after 
the First World War and the ensuing policy of autarechy, which brought about a 
similar economic policy in other neighboring countries, contributed decisively to 
the political catastrophe.” 

The fact that the United States is not in complete accord with political policies 
pursued by some nations, India for example, should serve as a spur to further 
cooperation in those areas, not as a reason for withdrawing our help. We cannot 
buy friendship or political agreement, but we can help to create the kind of eco- 
nomic conditions which will foster adherence to democratic principles and combat 
the kind of economic and political chaos which the German Foreign Minister 
referred to. 

In particular, we hope that this committee will consider favorably the $1.4 
million requested by the President for 1 year for the U. N. Refugee Fund 
(UNREF), and the $24 million requested by the President for 18 months for the 
U. N. Expanded Technical Assistance Program (UNETAP). In addition, we 
suggest that this committee approve appropriations for the U. N. Children’s 
Fund (UNICEF) at the rate of $1 million a month, as requested by that organiza- 
tion. These programs, among the smallest in the appropriations bill under con- 
sideration, too frequently are overlooked or cut down by Congress. We hope 
that this will not happen this year. 


UNITED NATIONS REFUGEE FUND 


The United States has contributed to the administrative expenses of the Office 
of the U. N. High Commissioner for Refugees in the past, but has never appropri- 
ated for his emergency relief fund. In October 1954 the High Commissioner’s 
Office embarked on a permanent solutions program, in addition to the emergency 
program, with the encouragement and supoprt of the United States delegate to 
the Committee on Refugees, and set as a target $16 million for a 4-year period 
from 1955 to the end of 1958. The President has asked $1.4 million as the United 
States contribution to the first year’s operations of this new program. 

_The funds will be used primarily for resettlement work. They will go to pro- 
vide vocational training, education, housing, small loans and credit facilities, and 
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the like, for refugees. While the program is not expected to solve the entire ref- 
ugee problem by itself, the hope is that within this 4-year period substantial 
progress will be made in resettling the 350,000 refugees under the High Com- 
missioner’s mandate, in the countries where they have taken asylum. 

This program does not compete with either the work of the United States 
escapee program or the Intergovernmental Committee on European Migration. 
Rather, the various refugee programs supplement each other. Nor is it antici- 
pated that many of these refugees will migrate to the United States. Instead, 
through the stimulation of local community action on behalf of the refugees, they 
may soon be able to stand on their own feet, in the countries where they now are, 
but not in emergency camps. This $1.4 million is a small price for the United 
States to pay as part of the initial step in such a process—and we believe that 
it deserves the wholehearted support of this committee and of the Congress. 


U. N. TECHNICAL ASSISTANCE PROGRAM 


The U. N. technical assistance program, which has been operating for 5 years, 
and which worked last year on a budget of $25.3 million, has proven to be a very 
practical way to meet the needs of men who might otherwise turn to desperate 
or totalitarian methods to satisfy their wants. It is an increasingly cooperative 
program, and other nations have shown their appreciation by their increasing 
contributions to it. Recipient countries have made substantial contributions in 
addition, $39.7 million in 1954, almost 60 percent more than the amount contrib- 
uted by other nations. 

The fact that the Soviet Union is now participating in the program should 
encourage us, not cause us alarm. It is likely that they have entered the program 
because they are aware of its success, and the goodwill it has developed for those 
countries, like our own, who have supported it generously. 

We particularly urge authorization of the funds requested for an 18-month 
period. One of the most persistent problems facing the U. N. program has been 
the uncertainty of United States support, because of the time lag between the 
U. N. calendar year and the United States fiscal year. This uncertainty has made 
coherent planning, even on a yearly basis, difficult if not impossible. For these 
and a variety of other reasons, therefore, we urge that the full $24 million be 
appropriated. 

U. N. CHILDREN’S FUND 


Considerable progress has been made over the past years in improving the 
welfare of children, particularly through the efforts of the United Nations 
Children’s Fund (UNICEF). But the needs of millions still remain unfilled. 
Approximately two-thirds of the world’s 9 million children still lack proper 
food, clothing and protection against disease. The dread scourges of tuberculosis. 
malaria and yaws still take their toll among the young as well as the old. In 
many areas, countless lives of mothers and newborn infants are lost through 
ignorance of basic sanitation methods. 

The United States has been generous in the past in contributing to the work 
of the U. N. Children’s Fund. It is our hope that your committee will continue 
this support by authorizing at the rate of $1 million a month for the U., N. 
Children’s Fund. 


NATIONAL CONGRESS OF PARENTS AND TEACHERS, 
Vienna, Va., June 13, 1955. 
Hon. JAMES P. RICHARDS, 
Chairman, House Foreign Affairs Committee, 
United States Capitol Building, Washington 25, D. C. 


DeaR Mr. Ricuarps: With reference to your letter of June 6 requesting that 
we submit in advance copies of our proposed testimony before the House Foreign 
Affairs Committee, I am sending his letter instead, with the request that it be 
incorporated in the report of the hearings. I appreciate the magnitude of the 
task that your committee faces, so will be willing to forego the privilege of 
appearing to make a statement, in order to facilitate your work. 

I speak for Mrs. Clifford N. Jenkins, chairman of the committee on legislation 
of the National Congress of Parents and Teachers, which has nearly 9% million 
memberships. As you know, we have had a continuing interest in the welfare of 
the world’s children and have strongly supported the UNICEF appropriation 
each year. 
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In these days when our Government is working so tirelessly toward the 
achievement of an enduring peace and chalking up hard-won victories in the 
eold war against the Communist aggressor, we feel very strongly that a program 
as important to the futures of our children as this self-help program for children 
all over the world cannot be allowed to be weakened in any way. 

Therefore, we sincerely urge the authorization of the full appropriation for 
the United Nations Children’s Fund in this year’s Mutual Security Act. Indeed, 
we beg that the request for a million a month for UNICEF be seriously considered 
as our prime investment in our children’s futures. 

Yours very truly, 
ELizABETH T. FARWELL, 

Foreign Affairs Member of the Washington, D. C., Committee on Legislation. 


ELECTRONIC SURPLUS ADVERTISER, 
Washington, D. C., June 18, 1955. 
Hon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D. C. 

My Dear Mr. CHAIRMAN: As publisher of the unofficial trade paper of the 
electronic surplus industry, I wish to submit the following information describ- 
ing the plight of the electronic surplus industry for study and consideration by 
your committee in regard to your hearings on the mutual security bill of 1955. 

I should also like to request that the enclosed article from the February 9 
issue of the Electronic Surplus Advertiser, captioned, “Pentagon Ignores Dealers’ 
Grievances,” be made a part of the hearing record along with this letter. 


PLIGHT OF THE ELECTRONIC SURPLUS INDUSTRY 


A new industry 


The electronic surplus industry came into being in 1946 when the need arose 
for specialized marketing channels to distribute the voluminous and complex 
war-generated surplus in electronic, signal, and aeronautical equipment. Today 
the industry is comprised of over 1,000 small independent dealers who are expert 
at identifying and merchandising the millions of items falling under the above 
classifications. Not only do these dealers aid the Government by providing an 
outlet for war surplus, but they also provide an important marketing service 
to new equipment manufacturers by contributing technical and market know-how 
to the distribution of manufacturers’ surplus resulting from production overruns 
and stock obsolesence. There can be no doubt that the electronic surplus indus- 
try is, and has been, rendering a valuable service to the American economy, for 
without its aid our secondary supply pipelines would clog—and how much lower 
still would be the Government’s return on surplus sales were not this industry iu 
existence to help move the complex electronic gear into proper markets. 


Character of business 


The average dealer in electronic surplus deals in about half war surplus and 
half manufacturers’ surplus. His market is roughly 25 percent domestic and 
7 percent foreign. Foreign governments comprise nearly 90 percent of his 
foreign market. A typical dealer operation would be this: He screens the many 
bid lists sent to him by various government agencies. Upon finding electronic 
materials of interest, he travels to the bid site, inspects the material, and if 
interested, bids on it. The material may be new or used. If used, he antici- 
pates reconditioning it in his own repair shop. Whether new or used, he must 
expect to warehouse it for a considerable period of time until he finds a buyer. 
Generally, this warehouse factor runs into years. If the material becomes 
totally obsolete before he can find a buyer (a condition not too unusual owing to 
the high obsolescent rate of electronic materials), he will have to dispose of it 
as scrap. But he buys these mixed lots with the hopes of obtaining enough 
salable material to reimburse him for travel, warehouse, repair, and marketing 
expenses plus a small profit. But the character of his operation is essentially 
speculative. 

Serving the foreign governments 
From 1946 to early 1954, the electronic surplus dealer has been meeting the 


needs of foreign governments for electronic military materials. These needs 
range from small, single items to large, quantity items. Because the dealer is 
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a veritable walking catalog of parts numbers (over 4 million in the Federal 
catalog system), because he has an intimate knowledge of electronic equipment 
and spare parts, and because he has developed an efficient industry cross-servic- 
ing system, he has been successful in filling the orders of foreign governments 
for electronic materials speedily and with a minimum of confusion and redtape, 
Foreign governments discovered it was much more convenient to deal with him 
than to become involved in screening the voluminous bid lists and buying direct 
from the United States Government. Since their requirements were also for 
small quantities in many instances, they could not always buy by large lots 
(mixed lots). 


Enter the United States Government 


In the early part of 1954, the electronic surplus dealer experienced a decline 
in business. He did not know the cause but he suspected that his own Govern- 
ment had taken over his foreign customers. As business worsened, he had to 
lay off his equipment modification and repair personnel, many of whom he had 
trained on the job. With his warehouses full of goods, he could no longer bid at 
United States Government auction sales. In consequence, many dealers went 
out of business, believing that one couldn’t compete successfully against an 
organization as large as the United States Government. With fewer dealers, 
Government returns on surplus sales of electronic goods declined. 


FOA and Department of Defense deny charges 


In February 1955, a representative from the Electronic Surplus Advertiser 
(now the Electronic Advertiser), the unofficial trade paper of the electronic 
surplus industry, asked key officials of the FOA and Department of Defense to 
comment on dealer charges that the Government was putting them out of busi- 
ness by taking away their foreign customers. These officials categorically denied 
any knowledge of their departments influencing these markets. And these 
denials were made while surplus dealers were reporting that the personnel of 
foreign purchasing missions in the United States were sitting idly by, reading 
newspapers in their offices, having nothing to do because the United States 
Government was doing their work for them. 


Hoover task force report substantiates dealer charges 

The Hoover task force report on surplus property, submitted to Congress in 
February 1955, gives ample evidence that there has been a relatively recent change 
in the Government’s policies of selling surplus materials in the electronic cate- 
gories direct to the foreign countries. The report, however, fails to note that this 
practice is in conflict with the interests of a new and vital industry—the electronic 
surplus industry. 


Other significant findings of Hoover task force 

The task force also— 

Reported the following weaknesses in the Government’s handling of surplus 
property: Confused policies; unreconciled doctrines; overlapping responsibil- 
ities; uncoordinated, dissimilar systems: diverse languages; unreliable informa- 
tion and inadequate data systems; lack of basic management tools; lack of 
trained, qualified personnel. 

Estimated that it will take several years for some of these conditions to be 
corrected ; for example, completion of an adequate catalog system. 

Estimated that the current disposable inventory of the Department of Defense 
is nearly $30 billion—and increasing yearly. 


Task force findings point up need for saving the electronic surplus industry 
The state of inefficiency and confusion found in the Government’s handling of 
surplus property, as described in the task force study, emphasizes the valuable 
contribution the electronic surplus industry has made to the disposal programs. 
In view of these findings, there is hardly any wonder why foreign governments 
would prefer to deal with surplus dealers rather than become involved in Govern- 
ment bureaucracy. On past performance, the electronic surplus industry has 
demonstrated that it has the skilled personnel, the facilities, and the technical 
know-how to bring a degree of order to the disposal programs, but the United 
States Government by its own actions is destroying this industry. It is destroy- 
ing it by taking over the responsibilities for administering procurement orders 
issued by foreign governments under the mutual security and foreign aid pro- 
grams. By selling this material direct to foreign countries, sidestepping the rezu- 
jar marketing channels, the United States Government may increase its imme- 
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diate returns—but this will ve done at the expense of long-range returns—because 
the electronic surplus industry cannot exist without these established foreign cus- 
tomers, and once the industry ceases to exist, the United States Government will 
buve lost one of its biggest buyers and distributors of war surplus. And it will 
have done this in the face of a $30 billion—and growing—disposable inventory 
problem. 


United States Chamber of Commerce views hold true for electronic industry 


The United States Chamber of Commerce is on record in the Hoover task force 
report as having recommended the following policies in connection with the Gov- 
ernment’s disposal of surplus aircraft materials: 

“In the case of aircraft, engines, and accessories it (is) recommended that 
fully commercial types be sold to established aircraft dealers only who have the 
technical and market know-how to distribute them properly.” 

It would seem that the above recommendation would have similar application 
to the disposal of electronic materials as there is in existence a trained industry 
to perform the necessary functions in repairing and distributing the technically 
complicated electronic gear to specialized markets. 


Hlectronie surplus industry supports mutual security program 


The electronic industry is sympathetic with the aims of the mutual security 
program. It favors helping our foreign neighbors both militarily and economi- 
cally. However, it believes that the costs of administering foreign orders should 
be borne by the countries buying the materials and not by the American taxpayer. 


Recommendations 


The electronic surplus industry submits through its unofficial trade paper the 
following recommendations in regard to current legislation on the mutual security 
bill of 1955: 

1, That foreign governments be encouraged and directed to shop the domestic 
market fer electronic military materials, except for bona tide security classified 
items. 

2. That foreign governments coming under the foreign aid programs be en- 
couraged to maintain their own staffs to handle the administrative details of 
procurement, thus relieving United States military personnel from these duties. 

3. That FOA missions, which have assumed procurement functions for coun- 
tries already having purchasing staffs, be directed to return these duties to these 
staffs. 

4. That FOA missions now engaged in handling the procurement for under- 
developed countries be directed to establish and train local procurement teams 
with a view to ultimately turning over these functions to these teams. 
Advantages to United States Government 

If the above recommendations are put into effect in the Mutual Security Act 
of 1955, the United States Government will benefit in these ways: 

1. It will prevent the slow death of a taxpaying industry that is largely in the 
category of small business. 

2. Military personnel now involved in processing foreign orders will be free to 
return to their military duties. 

®. The Government will save an industry that has the potential of becoming one 
of its biggest buyers of surplus in future disposal programs. 

4. The repair shops of the many electronic surplus dealers and the training of 
technical personnel conducted therein will continue in existence, thereby adding 
to the national potential in case of war. 

+. The administration’s pledge of returning legitimate business to businessmen 
will be lived up to. 

Respectfully yours, 
Birt West, Publisher. 

Enclosure: Article from February 9 issue of Electronic Surplus Advertiser. 


N IGNOR EALERS’ GRIEVANCES 
PENTAGON IGNORES D 'G 


NO FOUNDATION FOR CHARGES SAYS KEY OFFICIAL 


A top Pentagon official last week told the Advertiser that surplus dealers 
Should forget their arguments that the Government is putting them out of busi- 


— by selling direct to foreign sources. The official asked that his name not 
e used. 
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The statement came in reply to a query directed to the International Security 
Affairs office by the Advertiser. The query asked what effect the Budget Di- 
rector’s recent memo would have on future policies of the Department of De- 
fense in selling new and surplus materials to foreign countries: in direct com- 
petition with hundreds of established sales and service organizations in the 
electronic and aircraft fields. 

The Budget Director’s memo had ordered all Govefnment departments to cease 
all activities that compete with private industry. This order stemmed from the 
President's desire to return business to businessmen. 

but in the Pentagon this order is likely to have little effect, judging from the 
reaction to the Advertiser’s query. Because the officials there were surprisingly 
indignant when asked to comment on the memo after being told that hundreds 
of dealers were bitter over the Department of Defense’s entry into the sales and 
service field. > 

At stake in this controversy is the right of over 1,500 sales and service or- 
ganizations to hold onto the businesses that they have built up over the years 
with work and sweat. These organizations range from small one-man businesses 
to multi-million-dollar firms; they are scattered throughout the 48 States. In 
the past they have done a commendable job of taking care of foreign needs, 
either for new or surplus materials—electronic or aircraft. They have devel- 
oped new markets abroad. They have invested heavy money in sales staffs and 
overhaul and repair plants. Now they are faced with seeing their businesses go 
up in smoke—at the hands of their own Government. 

Direct selling is not a function of Government. There is no reason for foreign 
orders to be going to the Pentagon for processing when there are hundreds of 
dealer organizations in being to handle this business. The Department of De- 
fense should get out of the selling business. That’s what’s behind the Budget 
Director’s order anyway. 


eel 


STATEMENT OF THE CHAMBER OF COMMERCE OF THE UNITED STATES ON FOREIGN AID 


For many years, the Chamber of Commerce of the United States has sup- 
ported the principle of collective security, which is a prime factor in the mutual 
security program. The chamber also has supported selective economic assistance 
as well as long-range programs of technical assistance. 

As recently as May 4, delegates to our 43d annual meeting unanimously 
approved policy declarations which reaffirmed the chamber membership’s sup- 
port of the principles of this program. 

The chamber, therefore, endorses the objectives of S. 2090, which are: (1) 
to strengthen the free nations of the world militarily and economically, as the 
best and most economical means of preventing the outbreak of war, and (2) 
to insure sufficient collective strength to repel and defeat any aggressor in the 
event of war. 

The implications of present world tensions and recent disclosures regarding 
the destructive power of thermonuclear weapons available to our potential 
enemies have awakened many Americans to the overwhelming importance of 
building and maintaining a strong interlocking security system throughout the 
free world. The mutual security program represents the best and most econom- 
ical plan yet devised to attain this objective. Under the circumstances, the 
chamber regards the program as an integral part of our foreign policy. 


HOW MUCH AID? 


A fundamental question that Congress must resolve annually in connection 
with the mutual security program is: How much? The chamber would like 
to present specific recommendations regarding the adequacy of the $3.5 billion 
that has been requested for this purpose. Unfortunately, we do not have avail- 
able for study much of the information on which foreign aid requirements are 
based. We therefore feel that our evaluation of the program should be pri- 
marily qualitative rather than quantitative. At the same time, there are certain 
factors which the chamber believes Congress should take into account in deter- 
mining whether certain specific amounts are adequate or justified. 

The first major consideration is the quasi-permanent nature of the security 
problem and the long-term measures that may be required to deal with it 
effectively. On numerous occasions, top Government officials have warned that 
our national security policies and programs must be geared to the possibility of 
40 to 50 years of international tension. 
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The chamber believes that congressional recognition and acceptance of this 
disturbing but inescapable fact should place the mutual security program in its 
proper perspective and should promote public understanding of the program. 
In addition, by planning the program on a long-range basis, it should be easier 
to hold annual appropriations to a level that would permit the program to move 
forward satisfactorily without forcing the Government into deficit spending. 

This is not to say that Congress should make irrevocable foreign aid commit- 
ments for many years in advance. The nature of the program and the time 
required to obtain delivery of certain types of military equipment requires that 
there be some carryover of funds from year to year. But these funds should be 
held to the lowest possible level to insure retention of firm congressional control 
over the program. Furthermore, carryover funds should be reviewed annually 
by the Congress, regardless of whether they have been committed. It is difficult 
to understand why it ever should be necessary to have on hand at one time so 
large a carryover as the $8.7 billion that will still be available at the end of this 
(1955) fiscal year. 

In view of the long-term nature of the mutual security program, the chamber 
approves the decision to place administration of the program under the State and 
Defense Departments, thereby halting the seemingly endless chain of independent 
agencies set up to run the program. Establishment of the International Coop- 
eration Administration and transfer of military assistance funds to the Defense 
Department should bring about increased efficiency and sizable savings in over- 
head expenses. 

A second major consideration in determining how much should be appropriated 
annually for foreign aid is the relationship of economic development, particularly 
in the so-called underdeveloped areas of the free world, to our common, long-range 
security. It would be useless to attempt to raise the level of military strength 
in many countries without first trying to bring about significant improvements 
in their economic well-being. On the other hand, the economic assistance pro- 
gram, unlike the military aid portion, does not have to be long-term in nature. 
Projects undertaken should be limited to those that further the defense policies 
of the United States and which can be taken over at an early date by the nations 
involved. 

MILITARY ASSISTANCE AND DIRECT FORCES SUPPORT 


The chamber strongly supports the military assistance and direct forces sup- 
port programs. Our expenses abroad in support of our military alliances do 
not differ in purpose, scope, or objective from our own military expenditures. 
For this reason, the chamber believes that, in future years, annual appropriations 
e these programs should be included in the Defense Department appropriation 
vill. 

Our membership supported ratification of the North Atlantic Treaty and the 
subsequent program of military assistance to Western Europe. Under the terms 
of this program, impressive progress has been made toward a level of strength 
that the United States could not have attained by itself. Alone, our country 
could exist, at best, as an armed camp in which our economic and _ political 
liberties would be subject to overriding military necessity. But in alliance with 
the other nations of the West, our industrial and military strength serves as 
the backbone of a force that constitutes a significant deterrent to Soviet agges- 
sion, 

In other areas, problems of mutual defense vary in intensity. Our member- 
Ship, in adopting policies acknowledging the critical importance of south and 
southeast Asia to the free world, has urged that appropriate military aid be ex- 
tended to insure that these countries do not slip behind the Bamboo Curtain. It 
also is extremely important that these countries have free and stable govern- 
ments capable of resisting subversion or aggression. Improved economic con- 
ditions and higher living standards are essential to such goals. 


DEFENSE SUPPORT 


In & special message to Congress on the mutual security program, the President 
said the funds being requested for defense support would serve “both economic 
and defense purposes by supplementing the efforts of countries, particularly in 
Asia, in carrying out defense measures beyond their current financial capacity.” 

The chamber strongly supports assistance which enables the recipient coun- 
tries to develop and maintain their individual and collective capacity to thwart 
subversion from within and resist aggression from without. 


63245—55——_42 
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There also may be instances where aid of this category, to southeast Asian 
nations with whom we do not have military alliances, would be justified because 
of the ultimate contribution it would make to their ability to resist subversion 
or aggression. 

It should be noted, however, that a substantial portion of these funds are ear- 
marked for five Asian countries whose ability to absorb effectively the level of 
assistance contemplated for them should be examined—Pakistan, Thailand, Cam- 
bodia, Laos, and Vietnam. 

Assistance of this type to Western Europe should be withheld unless it can 
be ascertained that individual countries whose security and welfare are of great 
importance to the entire free world are making their fullest possible contribu- 
tion to the common defense effort but still need assistance in attaining or main- 
taining a maximum acceptable level of economic strength. 


DEVELOPMENT ASSISTANCE AND TECHNICAL COOPERATION 


Under the proposed development assistance program, aid will be extended to 
underdeveloped countries which are not recipients of military assistance and 
which are too weak, militarily or economically, to resist the inroads of commu- 
nism. 

The chamber is in favor of such aid if it can be justified by reciprocal con- 
tributions to the immediate and long-range security of the United States. Strength 
today is not measured in military units alone, but must be assessed in terms of the 
economic health and political stability of a country. 

The chamber believes that our assistance programs should contribute to con- 
ditions under which private industry and free enterprise can work effectively 
towar’ continuous economic growth. The introduction of private foreign capital 
into the less-developed areas always carries with it the free enterprise concepts 
of corporate as well as proprietary and partnership ownership ; of the long-range 
return expectation; of high productivity to raise living standards, and the man- 
agement skills to apply the principles which are vital in bringing about stable 
economies. 

A question that merits careful study by the Foreign Affairs Committee is 
whether a specified percentage of development assistance funds should be on 
a loan basis, instead of grants. It is difficult to understand the Senate Foreign 
Relations Committee claim that the requirement in the 1954 law that at least 
30 percent of such funds be used on a loan basis “militates against the placement 
of a greater percentage of loans.” If this is true, then the requirement should be 
repealed. The important thing is that Congress makes it clear that loans should 
be the rule, rather than the exception. 

The chamber also supports continuation of the technical cooperation program. 
This always has been one of the most constructive aspects of the mutual security 
program. 

Our membership has taken the position that technical assistance should be 
limited to fields unsuited for private endeavors; placed on a long-range basis, 
and conducted jointly with recipient nations which should bear an appropriate 
and rising proportion of the cost. The chamber also takes the position that 
economic assistance should be extended in connection with technical assistance 
only.to the extent necessary to make technical assistance effective. 

Of particular importance in the technical assistance program is the proposed 
contribution to the United Nations’ expanded program of technical assistance. 
United States support of this program serves as proof that the technical assistance 
program, whether carried out multilaterally through the U. N. or bilaterally 
between the United States and individual countries, is not motivated by any de- 
sire for domination or control but is designed only to help the less-developed 
countries to help themselves. 

There is great need for caution in selecting projects in both the development 
assistance and technical cooperation programs. These programs should be kept 
within the original scope of their intentions. There is danger that, unless caution 
is exercised, such programs will develop into activities in which we seek to 
impose new cultural patterns in countries we are aiding, instead of confining our 
assistance to projects which truly partake of the character of economic aid or 
technical development. Such borderline operations may do great harm to our 
major effort through tampering with deep-rooted national traditions. 
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OTHER PROGRAMS 


president’s fund for Asian economic development 


An item that needs clarification and much more convincing justification than 
was presented to the Senate Foreign Relations Committee is the proposed $200 
million President’s fund for Asian economic development. 

The need for this special fund is difficult to understand, particularly in view 
of the fact that— 

1. Eighty percent of the funds requested for defense support are ear- 
marked for economic assistance to Asia. 

® Thirteen Asian nations recently expressed their preference for the pres- 
ent bilateral aid programs, in lieu of the regional projects contemplated under 
this special fund. 

3. The act would continue the President’s authority to transfer, from one 
program to another, up to 10 percent of the funds it authorizes to meet un- 
foreseen contingencies. 

4. The act also provides a $100 million contingency fund. 

If it is determined that a special fund of this type is necessary, the chamber 
strongly recommends that the Foreign Affairs Committee— 

1. Find out how it was decided that the fund should be $200 million in- 
stead of some smaller amount. 

2. Endorse the Senate-approved limitations on its use. 


Offshore procurement 


The chamber strongly opposed section (2) (b) of S. 2090, which would repeal 
section (103) (¢c) of the Mutual Security Act of 1954. This section of the 1954 
law prohibited the use of military assistance funds for offshore procurement 
unless it was determined by the President or a Cabinet member that the procure- 
ment would not result in (@) adverse effects upon the economy of the United 
States; (b) the production of important equipment under inadequate safeguards 
against sabotage or the release of important information; (c) unjustifiable costs 
in comparison with procurement in the United States; or (d@) delays in delivery 
incompatible with United States defense objectives. 

The chamber is aware of the fact that a major objective of the offshore pro- 
curement program is to help our allies produce their own military equipment in 
their own factories. The creation of an industrial mobilization base in allied 
countries is a commendable objective that merits widespread support. 

However, an inevitable result of any such program is the diversion of a con- 
siderable volume of defense procurement from our own factories. At times, the 
diversion of such contracts has adversely affected efforts to strengthen our 
domestic mobilization base. 

Furthermore, there is amply evidence that Western Europe now has the eco- 
nomic potential, without greatly straining defense budgets, to take up military 
buying where the United States is leaving off. Largely as a result of $3.2 billion 
in offshore procurement during the past 3 years, Western Europe has built up a 
defense production base which can turn out $500 million in military hardware 
a year. 

Under the circumstances, the chamber recommends reenactment of section 
(103) (c) of the 1954 Mutual Security Act as a necessary step toward gradual 
termination of the offshore procurement program, which always has been re- 
garded as a temporary feature of the mutual security program. 


SUMMARY 


In this age, the security of the United States and the security of other nations 
of the free world are inseparable. We can never attain, in our country alone, 
the strength required to hold at bay the threat of Communist imperialism. 
Therefore, we must have strong allies. 

Under the terms of a series of regional alliances, we now have a worldwide 
network of allies. But many of them are not as strong as they should and must 


be. The mutual security program is the best method that has been devised to 


create a free-world alliance strong enough to prevent war or to win any war that 
may break out. 

In striving for this objective, it is most important that foreign-aid expendi- 
tures be considered in the light of the total volume of Federal expenditures and 
the urgent need for a balanced budget. If such spending is not kept within the 
bounds of moderation, the continued deficit financing that will result could seri- 


ously weaken the very foundations of the free-world alliance we are striving to 
develop and maintain. 
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THE NATIONAL GRANGE, 
Washington 6, D. C., June 14, 1955, 
Hon. JAMES P, RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington, D.C. 

Dear Mr. CHAIRMAN: Although we had not formally requested time in your 
hearings concerning the legislation to amend the Mutual Security Act of 1954, for 
the purpose of providing funds for fiscal year 1956 and for other purposes, we 
sincerely appreciate the opportunity of filing the enclosed statement because the 
National Grange itself and rural people in general have a large stake and tre- 
mendous interest in this. 

We accordingly, therefore, submit the enclosed statement for such consideration 
as the committee may find it possible or desirable to give it. 

Respectfully yours, 
HERSCHEL D. Newsom, Master. 


STATEMENT BY THE NATIONAL GRANGE, SUBMITTED BY 
HERSCHEL D. NEwWsoM, MASTER 


Mr. Chairman and members of the committee, this opportunity is sincerely 
appreciated. American farmers and rural families are intensely interested in 
the purpose, intent, and results of present programs (and their predecessors) 
which make up what many of us regard to be the first major and vigorous effort 
to wage peace with anything like a comparable vigor to that which we as a nation 
have always been willing to put into the matter of waging war. 

This is not to say that we have not had misgivings and even criticisms of some 
of the details of the Marshall plan, the Economic Cooperation Administration, 
the Mutual Security Administration, and the Foreign Operations Administration. 
In fact we believe that there have been some rather substantial mistakes—of 
commission and omission. We concede that perhaps we are much less qualified 
to pass judgment on these programs than many of the members of this committee. 
We likewise concede that the chaos and destruction of World War II, coupled 
with the consequent spread of communism and certain other trends in govern- 
mental, economic and social structure in much of Europe and Asia, seemingly 
put compulsion in a program of such vast magnitude and scope that mistakes 
should have been anticipated—resulting from our sheer inexperience in this kind 
of world policy. 

It is our humble opinion, however, that the alternative to such a program in 
the past 5 years might likely have been terrifying in consequences on the lives 
of each of us here. It is further our considered judgment that some such program 
as the one currently under consideration in this Congress—and perhaps substan- 
tially in accord with the size and the specific emphasis geographically, as is 
contemplated in the statement made here by the Administrator of Foreign 
Operations Administration last week—is to be desired and should therefore be 
authorized by this Congress. 

Americans everywhere appreciate the critical examination being given these 
programs by their Representatives in the Congress. From our point of. view it 
is completely apparent that some of our tax money has probably not been in- 
vested to the best possible advantage in the interest of improving the prospects 
of peace among nations. We feel rather strongly that in some areas, even though 
it may not have been possible to overemphasize the production of food—the prime 
necessity of life—even so it may be entirely possible that we have neglected to 
encourage and assist recipient countries properly in developing and carrying 
out the kind of a balanced program of productive and economic development 
which would most profitably employ the greatest number of its people. But this 
was perhaps a natural or normal lack of balance, or mistake in emphasis, after 
the initial stages of the program. 

There is evidence that these mistakes have been in part recognized. New 
emphasis is being placed on productivity and surveys, to attempt to determine 
a course which will yield the greatest measure of profitable utilization of re- 
sources and employment of people. In such manner the promise and prospect 
of gradual but perpetual improvement of economic relationships between our- 
selves and our potential friends around the world seems to offer genuine promise 
of improved political relationships and, consequently, tends to diminish the 
prospect of war. 
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The rural families of America have been diligently seeking to understand as 
best they may the sizeable cost of these programs. We are not sure that we do 
thoroughly understand that cost. We are completely certain, however, that we 
do understand that the cost of failure to seek out and diligently pursue the factors 
that promote or improve the prospect of peace—that alleviate or retard those 
factors that seemingly generate increased prospect of war—are of such terrific 
and frightening consequence as to make all of us completely certain that we must 
unhesitatingly support whatever (in the judgment of those of our public officials, 
including the Congress) seems to have reasonable balance and offer genuine 
promise of improving the plight and status of not only ourselves but of sub- 
stantial numbers of people elsewhere in the world, to the end that we may 
prolong this period of absence of military activity. For the first time in the 
lives of many of us we have such absence. In this manner will we for the first 
time in more than 40 years have an opportunity to improve the trade pattern by 
developing commerce among those products of human toil and ingenuity which 
raise, rather than destroy, the living standards and very lives of human beings 
around the world. To the extent that the American people Can assist in genera- 
tion of capabilities of such production, as will tend to alleviate want and im- 
prove a genuine sense of security, we will most certainly have improved the 
prospect of expanding freedom and opportunity for human beings rather than 
watching it diminish everywhere. 

We are incapable of, and we do not here propose, endorsing the $3.53 bil- 
lion request. Nor do we propose to defend the specific allocation of this total 
amount as between direct forces support, defense support, and military assist- 
ance. Of this total of $2.717 billion (68.1 percent of which is apparently for 
expenditure in Asia and 14.5 percent of which is requested for use in the Near 
East and Africa) we shall simply have to rely upon the executive and the legis- 
lative branches of our Government to determine accurately. During our little 
more than 4 years as a member of a public advisory board, or comparable 
agency connected with these programs, our enthusiasm for them has grown 
insofar as basic intent and purpose is concerned. This enthusiasm has been 
retarded, however, by some evidence of justified criticism of hasty or unwise 
expenditure of funds allocated at or near the end of a fiscal year. We, therefore, 
vigorously endorse the principle of authorizing the appropriation of funds, inso- 
far as it may be possible to do so, on a long-term basis in the field of technical 
cooperation and development assistance. It must be recognized that the most 
successful programs are programs which can be planned and carried out over 
a long period of time, in which the results will be cumulative and will spiral 
as the program grows older. This type program represents, at the same time, 
the relatively low cost portion of the total program. 

In the field of technical assistance we specifically call attention of this com- 
mittee to the necessity of carefully and accurately appraising the appropriate 
relationship between our own bilateral assistance program on the one hand and 
the two multilateral technical assistance programs which United States taxpay- 
ers are supporting. 

Our organization has persistently, and over a long period of time, supported 
the principle of international cooperative technical assistance and economic de- 
velopment in the field of agriculture and food. We have likewise supported such 
programs in the field of world health. We have been intensely interested in 
the progress of the Food and Agricultural Organization (FAO) and of the 
World Health Organization (WHO). 

In like manner the Grange has supported the expanded multilateral program, 
which came into being to meet the specific need for more rapid progress in the 
field of technical assistance, than was possible under the division of funds be- 
tween the various participating or member nations of these international action 
agencies, 

It now, however, seems clearly apparent that the United States of America must 
reexamine the relative amount of dollar support that we are providing to the 
regular multilateral technical assistance program on the one hand, and the 
expanded program in multilateral technical assistance on the other hand. Of the 
regular programs the United States contribution amounts to less than one-third. 
In the expanded technical assistance program the United States contribution 
amounts to more than one-half of the total size of all the programs. The record 
of United States participation in both the regular and the expanded programs 
will underline the reasons for this request of ours, for a diligent examination 
of the appropriate relationship between the two. 
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First, there is the regular program of the so-called specialized agencies of 
the U. N. The following tabulation contains a list of these agencies, designates 
the total money spent each year by them, and the United States contribution 
thereto: 


1955 fiscal year—Regular programs 





T 
Total assess- rere United States 
. contribution 




















10, 322, 129 





As you know, each of these agencies is a body of nations. Each agency has its 
own constitution—or charter. Decisions within each agency can only be made 
by the nations themselves—acting as a group. These world organizations, 
furthermore, are only connected with the United Nations by a series of agree- 
ments. In fact, some of them are much older than the United Nations, and their 
program of technical assistance was launched long before the more recent idea 
was proposed that technical assistance might be a logical responsibility of the 
United Nations. 

Second, the United Nations expanded technical assistance program came into 
being as a result of point 4 of President Truman’s inaugural address, delivered 
in January of 1949. The overall cost of the expanded technical assistance pro- 
gram, including the United States contribution thereto is listed as follows by 
recent years: 

Expanded U. N. technical assistance program 





United United 
States, per- | States con- 
cent tribution 


Total con- 
tributions 





$18, 800, 60 $11, 400, 000 
22, 400, 57 12, 800, 000 
25, 300, 55 13, 900, 000 














This expanded U. N. technical assistance program is carried out through seven 
of the specialized agencies. The decisions, however, as to how, where, and when 
these U. N. funds will be spent is fully under the control of the United Nations 
itself rather than within the agencies. In fact, and previous agency control of 
the use of these expanded technical assistance funds has been gradually shrinking 
and the United Nations centralized control gradually increasing, until the present 
point of 100 percent U. N. control has been reached. 

There are other substantial factors to recommend that real consideration be 
given to provision for enlarging United States contribution to the regular pro- 
gram rather than to permit continued expansion of the expanded U. N. program. 

The third type of multilateral technical assistance programing done through 
the United Nations is a series of United Nations programs which are purely and 
simply United Nations affairs carried out under the United Nations itself. These 
include the United Nations Relief and Works Agency for Palestine refugees in 
the Near East (UNRWA), United Nations International Children’s Fund 
(UNICEF), United Nations Korean Reconstruction Agency (UNKRA), United 
Nations High Commissioner for Refugee Emergency Fund (UNREF), and the 
now defunct International Refugee Organization (IRO). 

We shall not comment on this third group of organizations at this time, but 
instead would like to concern ourselves with the first two. Frankly, the National 
Grange is deeply concerned over the relative present emphasis plaeed by our 
Government on these two programs, the relationship between the two, and the 
trends which are currently in evidence. 
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In conclusion, the National Grange is proud of the degree of emphasis that 
the United States of America is increasingly placing upon the creation and 
stimulation of the sort of economic and educational programs that improve the 
prospect of peace and of normal economic, cultural, and political relationships and 
intercourse among peoples of the world. To the extent, therefore, that we are 
able to appraise the real value relatively of all expenditures of Federal funds, we 
support the request for authorization of appropriation of adequate funds for 
technical cooperation and development assistance for the President’s contingency 
fund and the fund for Asian economic development. We have confidence that 
these expenditures are likely to prove to be very important investments in a 
future which we believe offers the greatest prospect of expanded opportunities 
for individuals to the end that they may attain the fullest measure of human 
dignity, yet known in the world. 

In such manner we may vastly improve the prospect of peace in our generation. 


STATEMENT OF Dr. LUTHER A. GOTWALD, EXECUTIVE SECRETARY, DIVISION OF 
ForREIGN MISSIONS, NATIONAL COUNCIL OF THE CHURCHES OF CHRIST IN THE 
UNITED STATES OF AMERICA 


My name is Luther A. Gotwald, executive secretary of the division of foreign 
missions of the National Council of the Churches of Christ in the United States 
of America. I do not undertake to speak for each of their many millions of 
members. I am authorized to appear before you as an officer of the council, 
which is composed of 30 denominations—Protestant, Anglican, and Orthodox. 

Specifically, I speak as executive secretary of the division of foreign missions 
of the council. This division includes in its membership 68 boards and agencies 
engaged in foreign mission activities overseas. These boards support approxi- 
mately 9,000 missionaries and contribute annually for overseas programs approx- 
imately $40 million for work in more than 50 countries. 

For mere than a century Christian missions have pioneered in developing 
programs of technical assistance. The healing of the sick, the feeding of the 
hungry, and the teaching of the untaught are all integral parts of the world- 
wide mission of the Christian church. But resources of the churches are too 
small to meet the urgency of today’s worldwide needs. 

The position of the National Council of Churches in relation to programs of 
technical cooperation, including both the bilateral program of the United States 
and the multilateral program of the United Nations, has been set forth many 
times. The churches believe that the interchange of technical knowledge and 
skills is a valid and effective means of promoting peaceful relations among the 
nations and of improving the well-being of all peoples, in keeping with our reli- 
gious ideals and the aims of our democratic free society. The National Council of 
Churches has endorsed and supported these programs of technical cooperation 
to the extent that they have been carried out, in the case of the bilateral program 
of our Government, independently of considerations of military and defense strat- 
egy, and also when both types of programs serve essentially humanitarian ends. 
We believe these should not be regarded as programs of charity, but as joint 
enterprises in which each participating nation is both giver and receiver and 
each benefits from the exchange of values. 

. We are particularly mindful, in view of recent events in Asia, of the growing 
importance for the peace of the world of that area known as the arc of free Asia, 
and we note with satisfaction that a considerable portion of the United States 
technical assistance programs have been focused upon this vast area. 

_The National Council of Churches believes that, whenever and wherever pos- 
sible, technical assistance to the people of the underdeveloped areas should be 
made available through the United Nations, and thus advance the cause of peace 
and justice with great effectiveness. We sincerely hope the United States will 
continue its cooperation in the U. N. expanded program of technical assistance 
on a scale commensurate with our resources. 

We urge this course since we believe that multilateral technical assistance 
through the U. N. has certain advantages not found in bilateral programs. These 
advantages derive from the following considerations: (a) All contributions to 
the program are pooled and lose their particular identification, (») specialized 
personnel who serve in the U. N. technical missions are drawn from many na- 
Hons and these multinational and multiracial teams have been one of the pro- 
sram’s greatest assets, (c) the absence of political and national motives makes 
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the U. N. program more acceptable in areas where other types of aid may be 
suspect. 

In the administration’s mutual aid program we especially commend the provi- 
sion that United States aid to the U. N. program for technical assistance be 
planned on a long-range basis, so that United States pledges for support can be 
given at the same time as other nations and thus insure continuity of planning 
and staffing. 

Therefore, on behalf of the National Council of the Churches of Christ, I be- 
speak the support and approval of the proposed provisions for the continuance 
of the bilateral and multilateral programs for technical assistance in accordance 
with the resources and strength of our Nation for the mutual benefit of our own 
and other nations in their progress and development. 


AMERICAN VETERANS COMMITTEE, INC., 
Washington 6, D. C., June 16, 1955. 
Hon. JAMEs P. RICHARDS, 
Chairman, House Foreign Affairs Committee, 
House Office Building, Washington 25, D.C. 


DreAaR CHAIRMAN RicHarDs: Although the American Veterans Committee has 
requested to appear before your committee and you had consented to the appear- 
ance of an AVC representative, it is now our feeling that with the busy schedule 
of the committee and the many witnesses you are to hear, AVC will relinquish 
its time and instead respectfully ask that the following comments on the mutual 
security bill be incorporated in the record of the hearing as representing AVC’s 
views. 

The proposed mutual security program is too vast for any private group to 
comment fruitfully on all its aspects. Therefore AVC limits its comments to 
one portion of the total program—aid to underdeveloped countries. 

Five years have passed since the original Act for International Development 
became law. With the adoption of this act, the Congress went on record that 
“it is the policy of the United States * * * to aid the efforts of the peoples of 
economically underdeveloped areas to develop their resources and improve their 
working and living conditions by encouraging the exchange of technical know)- 
edge and skills and the flow of investment capital * * *.” 

The American Veterans Committee believes that this is sound national policy. 
But we believe it does not go far enough. 

It has become increasingly evident over the years that technical assistance 
alone is inadequate to give underdeveloped countries the boost they need to 
start moving ahead on the road of economic advance. Technical assistance can 
create new skills but it cannot provide the capital with which new productive 
enterprises must be launched. New investment is the keystone of economic 
progress, as we well know in our own country. 

The section just quoted above refers to encouraging the “flow of investment 
capital.” With this AVC is in hearty accord. Every effort should be made to 
facilitate private investment in less-developed lands. Legislation to reduce 
taxes on profits from such investments is now pending in this Congress. Legis- 
lation to authorize United States participation in the proposed International 
Finance Corporation is also pending. AVC favors this legislation. 

However, it is doubtful that such legislation will ever encourage sufficient 
capital necessary for real development. Public funds—as loans and grants— 
are going to be required and this necessity should be recognized by appropriate 
language in the bill you are considering. The language which appears in the 
committee print in reference to the proposed regional Asian development fund 
might appropriately be modified and made applicable to the entire development 
assistance section which now comprises title IT. 

The second point in which the American Veterans Committee is much inter- 
ested is the strengthening of regional and multinational steps toward economic 
development. Cooperative efforts on mutually beneficial projects are the soundest 
way of building permanent institutions which wil) secure peace and freedom. 
AVC endorses the proposed regional fund for Asia. 

Likewise AVC urges sympathetic consideration of United States participation 
in the proposed Special U. N. Fund for Economic Development (SUNFED). 
In particular, AVC endorses full United States support for the U. N. program of 
technical assistance which has been such an outstanding success in its 5 years of 
operations. It appears very important that the United States “get in step” by 
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this Congress authorizing an appropriation adequate to cover the United States 
share of the program's costs for the next 18 months. Long-range planning is 
essential if projects are to be really fruitful and long-range planning is im- 
sible if funds are available on a hand-to-mouth basis. , ; 
There are two other matters to which this committee should give careful 
attention. The first of those is the question of the adequacy of funds to be 
authorized. This committee should not lose sight of the fact that standards of 
living in large parts of Asia are still lower than in prewar years. At the same 
time, our own standard of living here in the United States has been rising 
constantly. The bald economic fact seems to be that the gap between the most 
advanced and the least advanced countries is steadily widening. America must 
think long and hard therefore as to whether it cannot increase its contribution 
to the progress of the less developed lands. A few more dollars well spent now 
may save billions which a military defense against Communist aggression might 
demand. 

AVC is also concerned that this commitee reiterate firmly the principle of a 
unified administration of foreign aid. Any attempt to divide up responsibility 
seems to us a long step toward making our funds work less efficiently. Develop- 
ment is an integrated process. We therefore support the principle of an autono- 
mous International Cooperation Administration in the State Department. 

A permanent policy of development assistanee, a multilateral approach, ade- 
quate funds, and sound administration—these, we believe, are basic elements 
in a sound program of economic and technical aid to underdeveloped countries. 

Very sincerely, 


? 
pe 


KENNETH M. BIRKHEAD, 
Executive Director. 


CITIZENS COMMITTEE FOR UNICEF, 
Washington 3, D. C., June 16, 1955. 
IIon. JAMES P. RICHARDS, 
Chairman, Committee on Foreign Affairs, 
Washington 25, D.C. 

Deak Mr. Ricuarps: In the interest of saving your time and that of the other 
members of your committee for your study of the more controversial items in 
the mutual security bill I am submitting herewith for inclusion in the record 
the statement of the Citizens Committee for UNICEF. 

We are relinquishing the possible time to appear before you which you might 
be able to grant us, not because representatives of each one of the national 
organizations which the citizens committee represents are not eager to come 
before your committee to urge the fullest support for UNICEF’s work, but be- 
cause we have every reason to feel confident that your committee is already 
favorably disposed in its consideration of the Children’s Fund. The relatively 
small amount of money involved in this program, however, is in no way a measure 
of the magnitude and importance of the achievements that you can make possible 
by your support of this work. When we remember that every 20 cents added 
to the Children’s Fund means one more shot of penicillin, thus one more child 
cured of yaws, we know that all of us must do all that is humanly possible to 
see that the child receives that single health restoring shot of penicillin. This 
program must not be overlooked simply because it is small, or because support 
of the work is so unanimously accepted that it is not controversial enough to 
attract attention. 

With very best wishes, 

Sincerely yours, 
Mrs. VIRGINIA M. Gray, 
Executive Secretary. 


STATEMENT OF THE CITIZENS COMMITTEE FOR UNICEF on BEHALF OF THE AU: 
THORIZATION FOR THE UNITED NATIONS CHILDREN’s FuNp (UNICEF) 


The Citizens Committee for UNICEF is an informal clearing house of legis- 
lative information for a number of national organizations which support con- 
tinued United States participation in the United Nations Children’s Fund. Of 
these organizations, the following have authorized this joint statement : 


American Parents Committee 
Association for Childhood Education International 
Child Study Association of America 
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Child Welfare League of America, Inc. 

Friends Committee on National Legislation 

Methodist Church—Women’s Division of Christian Service of the Board of Mis- 
sions and Church Extension 

National Board of Young Women’s Christian Association 

National Council of Jewish Women 

Spokesmen for Children, Inc. 

United Church Women 

Women’s International League for Peace and Freedom 


Members of these organizations have followed the work of UNICEF since it 
was established in 1946. All of these groups have shown their approval of the 
program and its administration by voting to support continuing contributions to 
UNICEF. Indeed more people know about UNICEF now than ever before and 
citizen support for the work is stronger than ever. The Danny Kaye film As- 
signment: Children, now taking the UNICEF story into theaters throughout the 
land. gives a vivid dramatization of the work in selected areas of Asia, and is 
receiving a most enthusiastic reception and, from all reports, unanimous approval. 

The Citizens Committee for UNICEF commends the executive branch’s strong 
support of the UNICEF program and the general objectives of the proposed re- 
quest for fiscal 1956. We hope and trust that the Committee on Foreign Affairs 
will authorize the whole appropriation. Indeed we should like to urge that the 
United States contribution be set at the rate of a million a month, that is $12 mil- 
lion for the fiscal year 1956, or $18 million if the appropriation is to be authorized 
for 18 months. With the restrictions imposed on the United States contribution 
by the matching formula established last year, such a sum authorized and ap- 
propriated this year will be additional evidence of United States confidence in 
the value of this work and of our awareness of the increasing strides being made 
by other contributing governments in raising an ever larger share through the 
stimulus offered by the United States. To show the extent of the growth of gifts 
from other governments we have the fact that their contributions in 1954 in- 
creased 19.3 percent over 1953. Estimates for 1955 indicate the increase over 
1953 will be 52.7 percent. A United States contribution of $12 million for 12 
months would stimulate a continued growth of this kind. The Executive Board 
of UNICEF has established a target budget, based on requests received for as- 
sistance, of $20 million a year, which seems well within the range of achievement 
if 1 United States appropriation of $12 million can stimulate other governments 
to make their anticipated increases. 

The Citizens Committee for UNICEF urges this support for UNICEF for the 
following reasons: 


1. THE NEEDS OF THE WORLD’S CHILDREN ARE 80 GREAT 


About 600 million children live in areas where inadequate health and nutrition 
standards threaten to deprive them of an opportunity to develop into normal, 
healthy, self-supporting adults. Projects approved by UNICEF for 1955 will 
bring food, medical care, and other aid to over 32 million. These figures are im- 


pressive, of course, but they represent only a small proportion of the critical needs 
of so many children. 


2. IMPORTANT AND URGENTLY NEEDED PROJECTS ARE STILL TO BE DONE 

A number of projects have won tentative Executive Board approval and await 
only the necessary funds to translate them into reality. Work on the treatment 
of leprosy in French Equatorial Africa and Gambia and Thailand, on yaws in the 
Gold Coast and Nigeria among others, on trachoma control in Morocco and In- 
donesia, in tuberculosis through administering BCG shots to children in Cambodia, 
Ceylon, and Vietnam; these are the dramatic attacks on ancient diseases that 
have no place anywhere in the 20th century. 

Equally important are nutrition programs that reach especially the children 
from 1 to 6 who have been found to be the most seriously affected group in the 
population of many areas. It is at these ages when children’s rapidly growing 
bodies have the greatest need for an adequate diet and it is at this time that 
the lack of such nutrition has its most serious effects for their whole life. 

Perhaps the sense of urgency is greatest of all in regard to a malaria eradi- 
cation program in the Americas. Mexico, with two-thirds of the unprotected pop- 
ulation in the Western Hemisphere, has requested help in such a program. Pub- 
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lic health experts and malariologists are becoming increasingly alarmed by 
evidence that the anopheles mosquito which transmits the disease is developing 
a resistance to the commonly used DDT sprays. Therefore the distinct possi- 
bility arises that the benefits of local spraying operations of the past may be 
lost in the long run unless the problem is attacked as a major extermination effort. 
A contribution of $12 million for the coming fiscal year could bring the beginning 
of this large scale undertaking within the range of financial possibility within 
the coming year. 


3. UNICEF 18 A VOLUNTARY, COOPERATIVE PROGRAM OF SELF-HELP 


UNICEF operates under certain well-established rules. Each country desiring 
assistance must first request aid and must be able to give satisfactory evidence 
that it will be able to develop and continue the program on its own initiative 
after the UNICEF part of the work has been terminated. In addition, each as- 
sisted country must agree in advance to contribute in goods or services an amount 
equal to the UNICEF contribution. Projects begun on such sound foundations 
have every promise of fulfilling their objectives. 


4, UNICEF SUPPLEMENTS THE AIMS OF UNITED STATES FOREIGN AID IN GENERAL 


The Children’s Fund concentrates on assistance to the same areas where United 
States foreign aid is recommended to go: “the are of free Asia,” the Middle East, 
Africa, and Latin America. Being the only program devoted solely to children, 
UNICEF's work supplements the broad objectives of United States assistance. 


5. UNICEF IS AN INVESTMENT THAT ATTRACTS MUCH SUPPORTING CAPITAL 


Because UNICEF operates along the sound business lines mentioned above, 
the United States contribution to UNICEF is the only investment our Govern- 
ment can make that attracts so much supporting capital. With the matching 
requirements of the United States contribution to the central fund plus the 
UNICEF requirement that assisted countries contribute an amount from their 
own funds equal to the money they receive from UNICEF, we find that each 
United States dollar given calls forth $2.56 in additional funds. This ratio 
represents an increase over previous matching experience because assisted 
countries have been contributing in the past year on the average of $1.90 for 
each UNICEF dollar. If other governments are induced to give 66.7 cents for 
every one of our dollars in this phase of the mutual security program, it is cer- 
tainly good business to develop along these lines. 


6. SUPPORT OF UNICEF MAKES FRIENDS FOR THE UNITED STATES 


The United States took a leading role in establishing UNICEF and continues 
to do so. The Soviet countries, in contrast, now contribute nothing at all. Coun- 
tries receiving assistance are aware of the important part the United States has 
played in this program in a way that no amount of hostile propaganda can de- 
stroy. A parent who sees his child cured dramatically of the devastating tropi- 
cal uleers called yaws is more impressed and grateful than any amount of ex- 
travagant talk could achieve. He is grateful to UNICEF, and through UNICEF 
to the United States for its part in making such aid possible. 

Friendship for the United States is strengthened even further by the fact that 
cooperation with these countries needing help is on a partnership basis in which 
many partners share. In working through UNICEF the United States is not 
playing a condescending role of benevolence so humiliating to any self-respecting 
recipient. Instead, by working through UNICEF, the United States removes the 
possible stigma of self-seeking motives. UNICEF itself is permitted to take 
credit for the accomplishments. 


7. A CONTRIBUTION OF $12 MILLION IS IN LINE WITH OUR ECONOMIC RESOURCES 


Two important relationships are often overlooked in discussions of the United 
States role in UNICEF. The first is that, while the United States contribution 
to the central fund of UNICEF was limited last year to 60 percent of the total 
given by all governments, this does not mean that the United States carries the 
burden of over half of the aid given. A more realistic figure is that the United 
States contribution is under 18 percent of total aid made possible through 
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UNICEF when all funds, including local contributions of the assisted country, 
are counted. Such a percentage is certainly not out of line with our resources, 

A second type of comparison relates per capita contributions. On the basis of 
our request for $12 million, the per capita share would be 7.3 cents. Last year 
the United States gave 5.2 cents per capita and, contrary to opinions held in 
some quarters, did not rank first at all. New Zealand gave 10.3 cents per capita; 
Australia, 5.1; Ieeland, 4.1, and Thailand, 2.1. Other countries ran somewhat 
less, but if an attempt is made to compare the contributions on the basis of per 
capita income, the relative size of gifts from other governments takes on much 
greater significance. 

In conclusion, may we urge you, the members of this committee who share 
with all of us a firm belief in the tremendous value of UNICEF's work, to re- 
assert the leadership of the United States Government and the American people 
in this great humanitarian undertaking by endorsing the recommendation for a 
contribution of $12 million for UNICEF for the next fiscal year. 


STATEMENT OF THE AMERICAN FEDERATION OF GOVERNMENT EMPLOYEES ON 
TRANSFER OF MutTuUAL Security OPERATIONS TO THE STATE AND DEFENSE 
DEPARTMENTS 


Current newspaper reports state that the House and Senate committees dealing 
with foreign affairs are considering legislation concerning the transfer of Foreign 
Operations Administration functions to the State and Defense Departments at 
the conclusion of the current fiscal year. Public information indicates that draft 
legislation has been presented to the committees authorizing the Foreign Opera- 
tions Administration and other agencies affected to ignore usual civil service 
regulations for employees occupying positions at the GS-10 level and above in 
completing termination of Foreign Operations Administration operations. 

While there are some employees in these grades who may not have acquired 
classified (competitive) civil service status, there are many others who have 
served the Federal Government in various capacities over a span of years. 

Reportedly, section 10 (b) of the draft bill authorizes separation of any em- 
ployee above the maximum of GS-9 without regard for normal reduction-in-force 
procedures, except in the case of employees entitled to veterans preference. 

In order to insure equity to all employees during the difficult period of reorgani- 
zation, it is essential to provide in the basic legislation a specific provision that 
the usual civil service regulations governing reductions in force and abolishment 
of positions be applied in the case of the Foreign Operations Administration. 

Such legislation will permit a systematic method for determining the employees 
who will remain on the job and those who must leave because of the absorption 
of mutual security functions by other agencies. In addition it will insure con- 
tinuity of operation in whatever functions of the mutual security program remain 
intact after the transfer. 

Finally the utilization of language guaranteeing these rights will eliminate 
to a large extent the possibility of favoritism or discrimination on any grounds. 
And, if civil service regulations are adhered to, any employee who feels his rights 
have been violated will be able to exercise an appeal. 

Members of this committee are aware of the uncertainty employees of the 
Foreign Operations Administration have faced during the past several years. 
Because of decisions to reduce the program and the number of employees with- 
ovt regard for civil service rules, there has been great dissatisfaction with the 
method or lack of method for selecting those workers whose jobs are eliminated. 

Experience has shown that it is not enough to depend upon verbal assurances 
that reductions will be administered impartially. 

As an organization of Federal employees mandated to “promote efficiency. in 
the governmental service,” we have taken exception to past reductions of per- 
sonnel in the Mutual Security Agency in complete disregard to civil service rules. 
While the draft legislation has a precedent in some respects, our federation has 
and will continue to object to elimination of employees’ positions in cireumven- 
tion of civil service regulations, which normally apply when jobs are eliminated. 

In order to avoid confusion which has existed in the past and to forestall 
justified complaints of violations of employee privileges, we recommend that 
specific language be substituted for the present section 10 (b). This language 
should require all agencies accepting transferees from the Foreign Operations 
Administration to apply the usual reduction-in-force procedures in abolishing 
positions referred to in section 10 (b). 
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WaSHINGTON, D. C., June 17, 1955. 
Hon. JAMES P. RICHARDS, 
Chairman, House Foreign Affairs Committee, 
House Office Building, Washington, D. C.: 

The American Association of Social Workers strongly urges favorable con- 
sideration by your committee of the funds requested by the administration for 
the UNICEF and U. N. technical assistance programs. With respect to UNICEF 
we note the administration is requesting funds for the 18-month period July 1, 
1955, through December 31, 1956, in the amount of $14.5 million. We support 
both time period and amount. We believe it is abundantly evident that there 
would be great advantage to the UNICEF program if the United States con- 
tribution could be made to coincide with the United Nations fiscal year, which 
is the calendar year. Hence the justification for the unusual 18-month request. 
Wg believe it is of fundamental importance for the United States to continue its 
strong support of the outstanding program. Further, we are impressed that 
with the proposed small increases in United States dollar amounts for calendar 
1955 and 1956 over 1954, the percentage of United States contributions to the 
central fund is projected to decrease from 61 percent in 1954 to 60 percent in 
1955 and to 57.5 in 1956. With respect to the U. N. technical assistance program 
we note the administration is requesting, also for an 18-month time period, funds 
in the amount of $24 million. Again we underscore the advantages from getting 
the United States contribution on to the United Nations fiscal year. It is the 
only way maximum benefit can be obtained from the funds appropriated. We 
believe the $24 million figure representing an annual rate of $15 million is a 
very modest figure for a program building great good will throughout the free 
world. 

It is our earnest hope that your committee will favorably recommend both 
requests. We ask that this wire be made part of the hearings record. 

ELEANOR M. HADLEY, 
Washington Representative, 
The American Association of Social Workers. 
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FRIDAY, JUNE 17, 11955 


House or REPRESENTATIVES, 
ComMMITTEE ON ForeiGn AFFarRs, 
Washington, D.C. 
The committee met, pursuant to call, in room G-—3, United States 
Capitol, at 10: 45 a. m., Hon. James P. Richards (chairman), presiding. 
Chairman Ricuarps. The committee will come to order, please. 
The first witness this morning is Roger Stewart, Chief of the Cereals 
Branch, Food and Agricultural Division, FOA. 
Mr. Stewart, we are glad to have you with us. You may proceed, 
Mr. Stewart. 


STATEMENT OF ROGER STEWART, CHIEF, CEREALS BRANCH, FOOD 
AND AGRICULTURAL DIVISION, FOREIGN OPERATIONS ADMINIS- 
TRATION 


Mr. Stewart. In its 7 years, FOA and its predecessor agencies 


have financed several billions of dollars worth of agricultural com- 
modities, but the first of the so-called surplus disposal legislation 
appeared under section 550 of the Mutual Security Act of 1951 as 
amended. 

This program which FOA administered during fiscal year 1954 was 
similar to title I of Public Law 480 in that the sales (@) were for local 
currency, (6) were required to be additional to the usual marketings 
of the United States and other friendly countries, (c) prices were 
required to be consistent with world market levels, and (d) the eligi- 
bility of commodities was determined by the Secretary of Agriculture. 

Section 550 was dissimilar to title I of Public Law 480 in that Con- 
gress did not appropriate additional money to cover the purchase of 
the surplus commodities under section 550 but instead provided that 
funds appropriated for the mutual security program should be used 
to carry out its provisions, 

The Congress also required that not less than $100 million and not 
more than $250 million of the MSA funds should be used for this pur- 
pose, 

Selling commodities under this legislation was not easy due to the 
combined effect of the “usual marketing” provision and the fact that 
the sales were required to be within the dollar aid allotments of the 
cooperating countries. 

Nevertheless, by the end of the year we lacked only 5 million of 
having obligated the maximum limit of $250 million. 

665 
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Grain, cotton, tobacco, and fats and oils were the principal exports 
under the program, but some fruit and meat were also sold. The sales 
were almost entirely to Japan and to European countries—the United 
Kingdom, Yugoslavia, France, Germany, Italy, and Spain. 

FOA financing of surplus agricultural commodities during fiscal 
year 1954 was not limited to sales’under section 550, Altogether that 
year the agency administered programs which disposed of more than 
$550 million worth of surplus agricultural commodities including the 
section 550 sales, an additional $225 million worth from FOA’s ap- 
propriations and wheat valued at about $84 million which was sup- 
plied to Pakistan, Bolivia, Libya, and Jordan under Public Laws 77 
and 216. 

Use of FOA appropriations for sales of surplus agricultural com- 
modities during the year now ending, fiscal year 1955, were provided 
for under section 402 of the Mutual Security Act of 1954 in which 
a minimum of $350 million were required to be spent for surplus 
agricultural commodities sold for foreign currencies. 

Like section 550 of the previous act the Congress did not appro- 
priate additional funds to carry out the provisions of this section. 
As in section 550 the eligibility of commodities for delivery under 
section 402 are determined by the Secretary of Agriculture. 

Local currency proceeds are used for the purposes of the act with 
emphasis on the purposes prescribed in section 104 of Public Law 
480 the Agricultural Trade Development and Assistance Act of 1954. 

FOA expects to sell approximately $380 million in surpluses this 
year under the terms of this section. Largest expenditures are ex- 
pected to be for cotton—about $200 million or about 1 million bales— 
and grain—$125 million or about 70 million bushels—but fats and 
oils and fruit also are included. 

Again, as with section 550, Europe is expected to be by far the 
largest recipient but significant sales are being made to Israel, For- 
mosa, India, and Korea. 

It is estimated that $225 million of funds requested for the mutual 
security program in fiscal year 1956 will be used to finance sales of 
surplus agricultural commodities. 

ile this may seem small in relation to the $380 million estimated 
for fiscal year 1955, there are good reasons for the lower figure. 
Most important of these is the very sharp decrease in funds for Europe 
which, as we have stated, is by far the most important market for 
agricultural commodities. 

To finance its sales of agricultural commodities, FOA draws upon 
funds appropriated for direct forces support, defense support, devel- 
opment assistance, and special assistance in Joint control areas. 

About $1.8 billion of these funds—not including $38.9 million of 
military assistance funds made available for surplus commodity pro- 
graming for the United Kingdom—were available for commodity 
programs in fiscal year 1955 while about $1.5 billion are proposed in 
fiscal year 1956, a reduction of only about 16 percent. 

However, these funds for Europe are expected to drop by $166 
million, from $251 million to $85 million. The significance of this 
decrease on surplus commodity sales is apparent when it is realized 
that $241 million of the $251 million available in fiscal year 1955 have 
been programed for surplus agricultural commodities. 
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The only economic assistance programs in Europe in fiscal year 
1956 will be in Spain, Yugoslavia, and West Germany. About the 
same proportion of the aid requested in fiscal year 1956 for Yugoslavia 
and West Germany will be used for surplus commodity financing as 
was the case this year. 

In Spain, defense support assistance will be severly curtailed. It is 
proposed that funds available for commodity programing be decreased 
from $84.5 million, including the special $55 million section 109 pro- 
gram, to $26 million and only a small part—about $5 million—of the 
$26 million can be used for surplus agricultural commodities. A sub- 
stantial portion of the $26 million is needed for industrial equipment 
and for financing improvement in railway lines supplying the joint 
military bases. 

Aid programs are not contemplated in fiscal year 1956 for the United 
Kingdom, France, Italy, and Denmark for which more than $140 
million worth of surplus agricultural commodities, including $38.9 
million of military assistance funds, have been financed this year by 
FOA under section 402. 

It is noted, however, that included in the $140 million is a sale of 
$50 million worth of cotton to France, the funds for which came from 
the Vietnam program. The franc proceeds from this sale are being 
used for the benefit of Vietnam. This arrangement was made possible 
by the newness of FOA’s operation in Vietnam and the heavy need for 
frances in that country. It does not appear likely that another similar 
arrangement of this magnitude will be possible in fiscal year 1956. 

Non-MDAP funds available for NEA in fiscal year 1956 exclusive 
of those for the Palestine refugee and technical cooperation programs, 
are $203 million compared to $255 million in fiscal year 1955. In an 
effort to offset to the greatest practicable extent the expected decline 
in sales to Europe FOA will attempt to program a larger proportion 
of these funds for surplus agricultural commodities than proved pos- 
sible this past year. 

All of the defense support assistance requested for Greece will be 
used to finance sales of grain and meat. Proposed sales to the Arab 
States and Israel may be larger next year, although the request for 
development assistance funds is less than in fiscal year 1955. The only 
two countries in this area for which section 402 programs were devel- 
oped in fiscal year 1955 but which are not planned in fiscal year 1956 
are Turkey and Iran, where drought and other unusual conditions 
made it necessary for these normally self-sufficient countries to import 
wheat. 

Aid available for commodity assistance in Asia is proposed at about 
51,184 million for fiscal year 1956 compared to $1,258 million in fiscal 
year 1955, a drop of 5.9 percent. In spite of this decline, however, and 
with a view to increasing sales of surplus agricultural commodities 
wherever possible to offset the European decline, FOA proposes to 
use $130 million for surplus agricultural commodities in fiscal year 
1956 compared to $91 million in fiscal year 1955. 

The estimate may be optimistic. Part of this increase is based on 
the assumption that soybeans will be eligible for section 402 sales in 
fiscal year 1956. If not, a substantial part of the $14 million of fats 
and oils programed for Formosa cannot be included in the $225 million 
total in fiscal year 1956, Also the probability of selling $15 million 
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worth of cotton to India appears now to be uncertain in view of that 
country’s recent heavy purchases of east African cotton. 

Most of the funds requested for Latin America are for technical 
cooperation programs. However, about one-fourth of the $38 million 
requested for development assistance in Latin America are intended 
to be used for section 402 surplus commodity sales to Bolivia. 

It is the intention of FOA to continue to use initiative and imagina- 
tion in programing as much aid as possible through surplus agricul- 
tural commodities. If it can dispose of more than $225 million worth 
during fiscal year 1956 it certainly will doso. However in view of the 
shift of FOA funds away from countries which import large quantities 
of agricultural commodities, even the $225 million goal may be difii- 
cult to attain. 

Title II, Public Law 480: FOA also is responsible for the adminis- 
tration of title IT of Public Law 480. 

This title has been used primarily to assist people who because of 
natural calamity are unable to provide for themselves and to whom for 
this reason distribution will be made free of cost. Also assistance may 
be extended to school lunch or other institutional programs where there 
is to be either free or subsidized distribution to school children or other 
persons. There have been a few exceptions, however, where it was 
determined to be in the interest of foreign policy objectives of the 
United States to transfer commodities which were to be sold to con- 
sumers in cooperating countries. 

This legislation provided $300 million for these purposes for a 3-year 
period. To date in this the first year of the program, authorizations 
totaling $100 million have been issued. Bread grain, coarse grain, 
fats and oils, rice, dairy products, cotton, and dry beans have been 
exported under it. 

Through title IT, assistance was given to disaster sufferers in all parts 
of the world: Europe, Latin America, South Asia, and Africa. Among 
the most noteworthy of these programs was the relief given to Danube 
flood victims in Austria, West Germany, East Germany, Hungary, 
and Czechoslovakia. 

Under this program wheat flour, wheat, corn, barley, rye, and rice 
were distributed directly to flood victims behind the curtain by the 
League of Red Cross Societies. 

Through the labeling of the packages in the languages of the recip- 
ients and the excellent person-to-person contacts by the League of Red 
Cross representatives, the beneficiaries in the several countries were 
enabled to identify the United States as the giver and the source of the 
relief goods. 

While it was not the primary intention for the United States to 
make propaganda capital of the programs, advantages to our foreign 
policy interest were and are being realized. The political impact, as 
has not been too definitely measured, but evidence of its force may 

» surmised by considering the vehement rejection of the President's 
later offer of similar aid to Albania, not by the Albanians but, from 
Moscow. 

Probably the most valuable effect of the programs was the encourage- 
ment which they provided for the will to be free, in the hearts of many 
in the Iron Curtain countries. 

FOA used title IT also to help the people of Haiti recover from the 
destructive effects of Hurricane Hazel. Speed was a prime essential 
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in this operation since Hurricane Hazel wiped out the ready food sup- 
ply in Haiti. The offer of aid by President Eisenhower, the accept- 
ance by Haiti, the authorization for the program and the initial ship- 
ments of supplies dispatched by air took place within the same da 
and while Hurricane Hazel was blowing across the eastern aaiient: 
Supplies began to reach Haiti by plane before the storm had abated. 
This speed deeply impressed Haiti, its population, and peoples and 
governments throughout Latin America in addition to greatly reliev- 
ing the Haitians and reflecting credit to American humanitarian im- 
pulses and advantage to the foreign policy of the United States. 

Other programs of a relief nature initiated under title II include 
flood relief in Pakistan and Nepal, relief necessitated by crop failure 
in Libya and Guatemala, the Christmas food parcel program and a 
school lunch program in Italy. 

Yugoslavia, Pakistan, and Bolivia have received agricultural com- 
modities through title II of Public Law 480 which have been sold to 
consumers and the accumulated local currency used for purposes with- 
in the interest of the United States foreign policy. 

a. summary of the foregoing statement, Mr. Chairman, will not 
take long. 

I will highlight the foreign-operations activities in the disposal of 
surplus agricultural commodities. 

I understand first that the committee has some interest in our activ- 
ities of a year ago, under section 550, so before getting into our more 
recent activities, I would make a few comments on the operations under 
section 550, a year ago. 

Actually, our agency in its 7 years has financed over $7.8 billion 
worth of surplus agricultural commodities, but the first of the so-called 
surplus disposal legislation that appeared in our act was section 550, 
which was a part of the Mutual Security Act of 1951, as it was amended 
in 1953. 

You will recall that this program was similar in many respects to 
title I, Public Law 480, as it now exists. The sales, for example, 
were for local currency. They were required to be additional to the 
usual marketings of the United States and other friendly countries. 
Prices were required to be consistent with world prices and the eligi- 
bility of the commodities to be supplied were determined by the Sec- 
retary of Agriculture. 

In those respects, it was quite similar to title I, Public Law 480. 
The program, however, was dissimilar to the current title I of Public 
Law 480 in that no funds were provided for the administration of the 
program except those which were appropriated for other purposes in 
the FOA legislation. 

It was also required in this legislation that not less than $100 mil- 
lion, and not more than $250 million of the MSA funds could be used 
for this purpose. 

Selling commodities under that section was not too easy, owing to 
the combined effect of the requirement that they be over and above 
usual marketings, and the fact that the purchase price of the com- 
modities were taken from the dollar-aid allotments of the countries 
which received the commodities. ; 

Nevertheless, with some initiative and some aggressiveness we were 
able by the end of the year to have programed $245 million, which 
relates to the maximum allowable of $250 million. 
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I should mention here, that this phase of our presentation is coy- 
ered in the buff book, section 2, page 16. I see that some of you 
already have that page before you. 

I also will refer as I go along to pages 20 and to pages 22, but those 
are the only pages to which I will refer, and it is not essential that 
you refer to them, unless you care to. 

Under section 550, we sold grain, cotton, tobacco, fats and oils, some 
fruit, and a little meat, the quantities or dollar values of which appear 
in the table. 

I want to emphasize here, that these sales were almost entirely 
confined to Japan and six European countries, the United Kingdom, 
Yugoslavia, France, Germany, Italy, and Spain. 

I emphasize this because it relates to a point we will make subse- 
quently in the testimony. 

During this past year, fiscal year 1955, the use of FOA appropria- 
tions for the sale of surplus agricultural commodities was provided 
for under section 402 of the Mutual Security Act of 1954, which 
required that a minimum of $350 million be spent for surplus agri- 
cultural commodities. These commodities were to be sold for foreign 
currencies. 

Like section 550, the act did not appropriate additional funds. 
Instead for this purpose we were using the funds appropriated to 
the agency for other purposes. 

Again, as was the case under section 550 the eligibility of the com- 
modities are determined by the Secretary of Agriculture. 

FOA expects—and here I am referring to page 20—to be able to 
sell approximately $380 million worth of commodities under this 
section. 

Actually, figures sometimes used will exceed this, owing to the fact 
that some carryover funds have been used for the same purpose and 
have been programed under section 402, but we do not take those 
funds into account in meeting the $350 million obligation that we have, 
so the $380 million to which I refer relates to our programing of 
funds from the fiscal year 1955 appropriations. 

You will note from the table that the commodities being provided 
under this legislation include, first, cotton—$198.8 million, which 
should procure about 1 million bales. 

For grain, the total is $125 million, if you add both bread grains 
and coarse grains. This would provide in the neighborhood of 70 
million bushels. 

Fats, oils, and fruit are also included. 

Again you will note from the table that Europe is a major pur- 
chaser, under this section. I believe the figure is $241 million, if I 
remember correctly. 

Chairman Ricuarps. That is the figure you have on your table? 

Mr. Srewarr. Yes. It represents a substantial portion of the 
amount of business we have done under this section. 

With reference to fiscal year 1956, you will note on page 22 that 
we have included a figure of $225 million. 

Now, this is a substantial drop from the $350 million required last 
year, or the $380 million anticipated accomplishments. It seems 
small in comparison, but there are very good reasons for the decrease. 
The chief of these reasons is that there is a very sharp decrease in the 
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availability of funds proposed for Europe. It is not possible to shift 
sales that have been made to Europe, into the other areas of the world 
where imports of surplus agricultural commodities are much less than 
in Europe. 

In ae to finance surplus commodities, FOA draws upon the funds 
appropriated for direct forces support, defense support, development 
assistance and special assistance in the joint control area. These funds 
for Europe have dropped by $166 million. They dropped from $251 
million, down to $85 million. 

The importance of this in connection with selling surplus com- 
modities is brought out by the fact that during this past year we used 
$241 million of the $251 million, for surplus agricultural commodities. 

Now, the only countries in Europe which are going to receive these 
funds this year will be Spain, Yugoslavia, and West Germany. 

About the same proportion of the aid requested in 1956 for Yugo- 
slavia and West Germany will be used for surplus commodities again 
this year. But in Spain, the defense support assistance is expected to 
be curtailed very sharply. It is proposed that the funds available for 
commodity programing there, be decreased from the $84.5 million in 
fiscal year 1955, to $26 million in fiscal year 1956, and it is planned 
that only a small part of the latter—about $5 million—can be used for 
surplus agricultural commodities. 

Mr. Burteson. Where is that, Mr. Stewart ? 

Mr. Stewart. This is Spain. 

The largest part of the $26 million in the Spanish program is re- 
quired for industrial equipment and for financing industrial equip- 
ment and railway lines supplying the joint military bases, there. 

Our problem in preparing these estimates was to build up the pro- 
grams in the other parts of the world to the greatest extent possible, 
in order to offset the decline in Europe. 

Mr, Burieson. Mr. Chairman, at that point may I interrupt to 
ask a question. 

Chairman Ricuarps. Mr. Burleson. 

Mr. Burteson. Why should there be a decline of sales and program 
for Spain in view of the fact that we have stepped-up activity there ? 
I thought at this point it might be good to have that. 

Mr. Stewart. The reason surplus agricultural commodities are not 
programed there is that during fiscal year 1955 funds considered to 
be available for commodity programing was $84.5 million. 

I now understand that the proposed figure for this coming year is 
$26 million. 

Now, Mr. Burleson, was your question directed at why the decrease 
from $84.5 million to $26 million occurred ? 

Mr. Burieson. Yes. 


STATEMENT OF NORMAN §, PAUL, DEPUTY DIRECTOR FOR CON- 


GRESSIONAL RELATIONS, FOREIGN OPERATIONS ADMINISTRA- 
TION 


Mr. Pauu. Mr. Chairman and Mr. Burleson, I think the only answer 
we can give is that the level of assistance requested for Spain is quite 
a bit lower than it was last year and therefore there would be less 
agricultural surpluses in the program. It is similar to the situation 
with the other European countries where we have cut out aid com- 
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pletely, whereas we had aid last year and therefore our general es- 
timate on agricultural surpluses have been reduced. 

In other words, we feel that the need does not exist for more than 
the $26 million we are requesting of the Congress for Spain next year. 
Therefore, that in itself would reduce the amount of agricultural im- 
ports of the program. 

Mr. Burteson. Are we paying for labor, materials and so forth, 
in the building of the airbases in pesetas or dollars ? 

Mr. Paut. The local costs of the bases are being paid in pesetas and 
those are generated through the sale of commodities under our pro- 
gram. 

As I think Mr, Van Dyke indicated the other day, 10 percent of 
the value of the commodities goes directly to the United States for 
administrative expenses in connection with the program, largely, and 
60 percent goes directly to meeting of peseta costs of our facilities con- 
struction and other military needs, there. 

In other words, all but 30 percent go directly into United States 
uses within Spain, in pesetas. 

Mr. Burixson. It just seems to me we would need it more now 
than we ever needed it before. 

Mr. Pav. We will have a considerable amount of pesetas gen- 
erated as a result of the prior year programs. Yes, sir. They will 
not all have been expended by next year, by any means. 

Mrs. Bouton. Mr. Chairman, might I ask a question at this point? 

Chairman Ricnarps. Mrs. Bolton 

Mrs. Bouton. How much does Spain grow of her own food ? 

Mr. Stewart. I cannot give you that. 

Mrs. Bouton. May we have that, Mr. Paul? 

(The information requested is as follows :) = 

Spain is nearly self-sufficient in food, but is a net importer of several foods. 
During each of 3 recent years, 1951-52 through 1953-54 the country imported 
dry legumes, meat and fish, but on the average less than 5 percent of total con- 
sumption of legumes and meat and less than 10 percent of total consumption of 
fish. In 2 or of the 3 years, Spain was a net importer of grain and in 1 of 
these, 1953-54, the country imported the unusually large quantity of approxi- 
mately 100,000 metric tons. The country is a substantial net exporter of fruit 
and was a net exporter of sugar and fats and oils in 2 of the 3 years. During 
1953-54 Spain’s net imports of oil were due to the shortage in her olive crop. 

Mrs. Bouron. If the amount is lower, it means that the moneys we 
are putting in in salaries and other things makes an easy situation for 
the Spanish people but certainly they give the appearance of needing 
food. When you go over there, you are struck with the poverty of the 
country. I am just wondering how much of their food supply they 
are able to produce and of what real assistance our contribution has 
been. 

May we have that, perhaps for the record ? 

Mr. Pavut. The main deficiency is grain, I believe. They have been 
exporters of citrus fruits. 

Mr. Stewart. With regard to grain, I can answer. 

Spain sometimes imports wheat and is sometimes self-sufficient. 
The reason is that Spain’s wheat production is subject to hazards and 
to sharp fluctuations up and down. 

Chairman Ricwarps. It depends on rain mostly, does it not? 

Mr. Stewart. Yes. 

Often times Spain is self-sufficient and does not need to import, but 
occasionally the country will have a bad crop and require substantial 
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quantities of grain, running into hundreds of thousands of tons. 

Mr. Burieson. Mr. Chairman, do you prefer to go along with the 
statement before we question further ? 

Chairman Ricuarps. No, that is all right. 

Mr. Burieson. I was going to ask about spindles which have been 
short for a number of years in their mills. ‘That was for a time one 
of their greatest bottlenecks, in textiles production. If they get more 
modern spindles they can use an awful lot of cotton. Can they not? 

Mr. Stewart. May I refer that question to Mr. Coate, who is be- 
hind me. 


STATEMENT OF GEORGE B. COATE, CHIEF, FIBERS BRANCH, FOOD 
AND AGRICULTURAL DIVISION, FOREIGN OPERATIONS ADMINIS- 
TRATION 


Mr. Coats. My understanding of that is that at the present time the 
spindles are adequate to take care of whatever cotton they are able to 
import and grow. The difficulty has not been in the spindles. It has 
been in the matter of foreign exchange for the import of sufficient 
cotton to utilize the spindles that they now have. That is my under- 
standing. 

Mr. Butadiene That must have been a fairly recent development. I 
understood 3 or 4 years ago they needed spindles. 

Mr. Coarr. They would like to have better spindles but they have 
plenty of spindles such as they are. They are able to consume what- 
ever cotton they are able to import. Foreign exchange has been their 
bottleneck rather than spindles. 

Mrs. Botton. May I ask at this point, do they import any Egyptian 
cotton ¢ 

Mr. Coats. They are getting the vast majority of their cotton from 
the United States, at the present time. The Egyptians supply their 
extra-long staple, but of the American-type cotton we supply at least 
75 percent with most of the balance coming from Brazil. 

Mrs. Botron. They do buy Egyptian cotton ? 

Mr. Coats. Oh, yes; substantial quantities of it. 

Chairman Ricuarps. Proceed, Mr. Stewart. 

Mr. Stewart. I think the only other point I would mention in con- 
nection with Europe is that in this past season, fiscal year 1955, we 
have had fairly substantial programs for the United Kingdom, France, 
Iraly, and Denmark. Those programs this past year totaled more 
than $140 million in surplus agricultural commodities. 

_ Now, these countries are not receiving assistance from us this com- 
ing year. Therefore, we do not have surplus commodity programs 
planned for them. 

The figure of $140 million includes $50 million for the sale of cot- 
ton to France this year. This was made possible by using Vietnam 
programed funds for cotton purchases for rie. where it is sold for 
francs, and the francs then used in the Vietnam program. 

his kind of programing was made possible by the newness of our 
operation in Vietnam, and the fact that we had a big need for francs 
‘1 that country. : 

_We do not believe that programing like this can be done again with 
France this year, at least, not in the magnitude of our program there 
In fiscal year 1955. 





674 MUTUAL SECURITY ACT OF 1955 


I am saying in effect that our somewhat aggressive approach this 
year may make it more difficult for us to match the effort next year. 

The next area I will discuss briefly is the Middle East: We at- 
tempted to build up our program in the Middle East to offset the 
European program decline but were limited by the fact that, first, the 
available funds proposed are less in fiscal year 1956 than they were 
in fiscal year 1955, so in order to hold approximately the same level 
for surplus commodities we had to program a higher percentage of 
the funds. 

Secondly, two of the countries to which we sold commodities under 
section 402, this past year, were Turkey and Iran. These programs 
were the result of droughts occurring in those two countries, and 
we cannot anticipate a continuation of programs, there. 

Mr. Burieson. Now, are you talking about actual sales delivered, 
or are you talking about paper figures ? 

Mr. Srewart. I am talking about both, actually, in these remarks, 
because the sales to Turkey have taken place. 

Mr. Burueson. Delivered ? 

Mr. Srewarr. Yes. And the sales to Iran have taken place, so 
that these are not just paper figures. 

Mr. Burteson. But there is a tremendous amount of goods under 
402, comparatively, that is undelivered, but only on paper, is that 
not true? 

Mr. Chairman, it seems to me that isthe important thing. Not what 
we are going to do and not what we hope to do but, what we have 
actually done—or contracts so firm that it shows up as an accomplish- 
ment. 

Now, that is the point, and there is considerable difference, is there 
not ? 

Mr. Srewart. I would answer your question in this way. In the 
first place, procurement authorizations for these figures that show up 
for fiscal year 1955 have been issued. We are about to wind up fiscal 
year 1955, and we are going to get these commodities moved. 

The lead time on commodities from the time we issue procurement 
authorizations until they are shipped, depends a great deal on a num- 
ber of factors. I suppose for the commodities I am most familiar 
with—grain—the lead time would not be more than 2 to 3 months, 
from the issuance of the procurement authorization until shipment. 

There are some cases, however, Mr. Burleson, where the lead time 
turns out to be longer than that, particularly in countries where they 
have a completely free economy. In such cases, if the price in the 
United States for a period of time does not happen to be competitive, 
then the sales under the procurement authorization may be slower 
— anticipated at the time the procurement authorization was 
issued, 

I think for the most part, these sales are following along in good 
time after the authorizations, and the authorizations have been issued. 

There may be some cases—the United Kingdom would probably be 
one; perhaps France—in which there might be some longer lead time 
than I have indicated. 

Mr. Burveson. Let’s identify these programs. 

Under 550, I understand that the greater part of the contracts under 
that section have been delivered. 

Mr. Stewart. Yes, sir. 
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Mr. Burtgson. Under 402, I understand there is a considerable 
difference. a lyre 

Now, can you give us now or later, a figure of actual deliveries under 
402, distinguished from those programed, and in what status that 
program is 4 ; 

Mr. Stewart. Yes. We can give you this. 

To provide delivery figures usually requires special assignment in 
the Office of the Controller, and it will take a little time to bring the 
deliveries up to date, but it can be provided. Probably a reasonable 
estimate could be made in a much shorter time. 

Mr. Paut. As a matter of fact, Mr. Burleson, we can give you some 
estimates now. Our Deputy Controller, Mr. Howell, is here and he 
may be able to give Mr. Burleson some information he wants. 

Chairman RicuArps. Mr. Howell, would you like to answer that? 


STATEMENT OF CARNEY HOWELL, OFFICE OF THE 
CONTROLLER, FOA 


Mr. Howe tu. I have some figures on expenditures which, while they 
do not represent precisely deliveries, they do represent the dollar pay- 
ments that are made against the procurement authorizations, after 
the delivery has been made. 

As of April 30, we had dollar expenditures of $112.7 million, against 
PA’s issued up to that time of roughly $389 million. That is under 
section 402. Under last year’s authority, section 550, the expenditures 
up through April 30 had been $215,413,000 against a program of about 
$245 million. 

Chairman Ricuarps. Did you want to inquire further of Mr. Howell 
on that question, Mr. Burleson ? 

Mr. Burtgson. No, thank you, Mr. Chairman. 

Chairman Ricuarps. Go ahead, Mr. Stewart. 

Mr. Stewart. A large proportion of our funds are being used in 
Asia. Again referring to the categories of funds to which I referred 
earlier—that is funds considered to be available for commodity pro- 
graming—the figure for fiscal year 1956 for the Asian area is $1,184,000, 
which compares with $1,258,000 for the year before. I am sorry. 
$1,184 million and $1,258 million. 

This is a drop of 6 percent. 

Again, we have attempted to boost our program for surplus com- 
modities in this area, to a maximum. 

_At best, however, we cannot put large amounts of surplus commodi- 
ties into those areas for the simple reason that the funds for that are 
are devoted to other purposes. As I saidbefore, these countries do not 
take large quantities of surplus agricultural commodities. 

_ The figures for comparison are $130 million, which we are attempt- 
ing to program there for surplus commodities this coming year, com- 
pared with $91 million in fiscal year 1955. 
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We had to take some assumptions which may prove to be incorrect, 
in increasing the estimate to $130 million. For example, we assumed 
that soybeans might be declared a surplus agricultural commodity 
and so we programed some soybeans for Formosa under section 409. 
If this does not turn out to be the case, then obviously the section 402 

rogram for Formosa will have to be reduced from that which has 
n planned. 

Likewise, we may be optimistic in our cotton programing for India, 
because of recent very heavy purchases of cotton which that country 
has made in East Africa. 

Most of our planned expenditures for Latin America are for tech- 
nical assistance and are not available for commodity programing. 
Only $38 million of the amount requested for Latin America is ex- 
— to be available for surplus commodities and of that about half 

as been planned for surplus commodities sales to Bolivia. 

In conclusion, I would like to say that FOA has been vigorous in 
attempting to use our program funds to increase United States sales 
of surplus agricultural commodities. 

We intend to continue this initiative. We intend to continue to 
use our imagination in arranging for the sale of surplus commodities. 
Where the opportunities present themselves, such as the arrangement 
I mentioned regarding France and Vietnam, we intend to attempt 
to develop them. Owing to the shift in the areas in which our funds 
are going to be used, however, we are limited in what we can do, and 
we believe that we will be challenged to attain the $225.million. 

For that reason, Mr. Chairman, the executive strongly urges the 
committee not to exceed the proposed requirement of $225 million 
for section 402 transactions. 

Chairman Ricuarps. You just do not think you can make good use 
of more than that? 

Mr. Stewart. We think that the $225 million, Mr. Chairman, will 
be difficult to attain. We think that our record indicates our willing- 
ness to vigorouly attempt the sale of surplus agricultural commodities 
wherever we can, and the agency will continue to do that. We believe 
that to require a higher figure than this, will tend to hamstring our 
other efforts. 

Chairman Ricnarps. Have you finished your statement? 

Mr. Stewart. Yes, Mr. Chairman. 

Chairman Ricwarps. I would like to ask you to do this, or have 
someone to do it in preparation of this record. 

I want to know the steps you take from the time of the authoriza- 
tion, or the appropriation, to put agricultural products into the hands 
of the recipient countries. I am talking about conferences and ap- 
provals here, and where you clear it, and who you meet with and when 
you turn it over to FOA. What procedures do you go through with 
the 0 anata of Agriculture, and the Commerce Department, and 
so forth. 


I would like to have that for the record unless someone can speak 
to it right now. 

Mr. Paut. I think I can give it to you up to a certain point and 
then perhaps Mr. Stewart can f nish it. 

Chairman Ricuarps. All right. 

Mr. Pau. With regard to surplus commodities and regularly pro- 
gramed commodities, we have to start from the day the President signs 
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the appraneiaiate bill. Though we can do some planning in advance 
we never know how much money we have to program until the Con- 
gress finally acts on our appropriation. 

In the event that there are cuts of any noticeable magnitude we have 
to go through a reprograming process. In the case of the countries 
who would be recipients of agricultural commodities—for example, 
this involves a check with the mission, and a request for reprogram- 
ing, and we get that by cable. That is referred back to FOA and on 
the basis of the revised programs, by FOA, if, as I say, that is neces- 
sary—we then go to the Bureau of the Budget for the apportionment 
of funds on a quarterly basis, under our generally approved programs. 

In the process of clearing the programs prior to submission to the 
Bureau of the Budget we check with the interested departments and 
agencies concerned. We always check with the State Department, 
largely on the program levels, as against the details of the program, 
and we also check—in certain cases the Defense Department has an 
interest in a certain part of the program, and I believe Mr. Stewart 
can confirm this, that in the case of the agricultural commodities there 
is no formal check with the Department of Agriculture, but there is 
consultation with them. 

Mr, Stewart. That is correct. 

Mr. Paut. Then, the Bureau of thhe Budget 

Chairman Ricuarps. You say there is no formal consultation with 
the Department of Agriculture 

Mr. Pau. No formal clearance is required. 

Chairman Ricuwarps. How about the Department of Commerce? 

Mr. Paut. Only in very rare cases, Mr. Chairman, when there is a 
particular project that has to do with private investment, or an item 
which either Commerce will carry out for us as a participating agency, 
or where they are interested in that type of activity. 

Chairman Ricuarps. I should think you would have a close consult- 
ation or official consultation with the Department of Agriculture. 

Mr. Stewart. If the Department of Agriculture people do not agree 
with this, they are welcome to say so, but I would put it this way: We 
actually have a much closer, and a better working relationship with 
the Department of Agriculture than I would include in my interpreta- 
tion of the word “official.” 

Most of us in the Office of Food and Agriculture of FOA, were first 
in the Department of Agriculture. We work very closely together on 
all of these surplus commodity programs. 

If the Department of Agriculture runs into a problem with respect 
to the supply of a commodity to a given country, representatives of 
that Department would have no hesitation whatsoever to call Foreign 
Operations Administration, and inquire concerning what we could 
do . help with that particular problem. We always do help if we 
can do so. 

Likewise if we run into a problem, we will not hesitate to talk to 
USDA about it. 

Mr. Paut. Mr. Chairman, we have a representative of the Depart- 
ment of Agriculture here to testify. 

Mrs. Bourton. Mr. Chairman, may I ask this: By whom are the real 
decisions made as to what countries get what? 

Mr. Pauu. Generally ? 
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Mrs. Bouton. Yes. From the testimony I do not find anybody whc 
has the final say, nor do I find any definite policy connected with it. 

Mr. Pau. There is a policy and it is reflected in the President’: 
Executive order, I think. 

Mrs. Bouron. Is it the policy just of the FOA or the policy of the 
American Government ? 

Mr. Paout. It is the policy of the President which is carried out in 
terms of—as I indicated, every one of our country programs has to 
be cleared with the Department of State. 

Mrs. Bouron. That is what I wanted to know. 

Mr. Pau. We have been the ones who prepared the details of the 
program, in consultations with the other technical agencies and before 
any program is approved it has a clearance at a very high level in the 
Department of State, generally by the Assistant Secretary for that 
region. 

Mrs. Botton. Why are we getting so many complaints from some 
of the countries saying that we have made it impossible for certain 
rice-growing countries to grow as much rice as they used to grow? 
How much validity is there to the complaints which we get ? 

Mr. Pavt. I can refer to one I heard myself in the previous hearings 
on the alleged purchase of rice in Japan, which went to certain parts 
of the Indochina countries and deprived Thailand of the market. In 
checking that, we found that was not the case at all—or am [I talking 
about rice. Do you remember that case, Roger? 

Mr. Srewart. Yes, I definitely do. I spent a lot of time on it. In 
connection with rice, we are at the present time making an attempt to 


sell some United States rice through our programs. We are attempt- 


ing to do so in ways that do fit into the foreign policy objectives of the 
United States. 

Now, in connection with the Thai case, there is a need in Laos for 
rice. Laos lies adjacent to Thailand and therefore is a natural market 
for Thailand. 

We have the funds to assist Laos to obtain rice and that is consistent 
with the objectives of our agency in that country. 

Mrs. Boron. That is why I am asking. It would appear that we 
have to get rid of the surplus created by the many subsidies to our 
farmers through many long years. If we so upset the balance in some 
countries so that we have to step in and feed them and do a lot of other 
things because we have ruined their production schedules, it seems to 
me it is a very poor policy. That is why I wanted to know where it 
originates. 

Mr. Stewart. This is where we have attempted to use initiative and 
imagination. 

We are trying to work out an arrangement whereby Japan would 
buy additional rice in Thailand. Now, this rice would be over and 
above 

Mrs. Bouron. But that is because we created a bad situation in the 
first place. Why did we create that situation? Why didn’t we let 
Thailand sell to Laos? Why did we send rice to Laos? 

Mr. Stewart. I think I can satisfy you in what we are doing. 

We suggested that Japan buy rice in Thailand and move it to Laos. 
In this way. Laos receives the type of rice which the people there eat, 
which is a glutenous rice produced in Thailand. 
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At the same time, instead of using Laotian program funds for the 
rice in Thailand, we use them to send United States rice to Japan 
which is traded to Japan for the Thai rice which Japan sends Laos. 
In this way we sell United States rice, Thailand sells more of its rice 
and Laos gets the type of rice she wants. 

Mrs. Boiron. Thank you. I hope we will discontinue the domestic 
policies that give us such a surplus that we have to do some of these 
things around the world. 

Mr. Vorys. May I make a comment. When the chairman and I 
were in Thailand, we saw a very impressive agricultural research pro- 
grain conducted and guided by an FOA mission, improving the Thai- 
land brands of rice, their yield and so forth, and the program had, I 
think, and has, about a year or so to run. 

At the same time we were confronted by the officials of ‘Thailand 
with the problem that Mrs. Bolton has mentioned. 

The FOA people there said, “Now, don’t stop this program for im- 
proving the quality and quantity of Thai rice, because of this situation 
that faces us this year.” My own comment to my colleague from Ohio 
would be that the trouble is not in the administration of this program. 
The trouble is with conflicting laws written on the floor of Congress. 
When this bill goes to the floor we will have some Members of Con- 
gress—and I can name them if you want me to—who believe that we 
should dump our surplus agricultural items at any old price, any place 
in the world, and relieve American agriculture, regardless of its effect 
on our foreign relations, and who have attempted to write that policy 
into law. The executive branch of Government is faced with conflict- 
ing policies written in by Congress, and if you would believe the 
speeches that go with the policies, the conflict that they face is even 
more acute. 

Chairman Ricuarps. There is much merit in what the gentleman 
who was my chairman on this observation trip says—and Mrs. Bolton, 
too. 

There is one other comment I want to make. 

Mr. Vorys. I was not referring to any member of this committee 
in the offer to mention names of those who will be urging a policy in 
direct conflict with our foreign policy. 

Chairman Ricwarps. I wanted to ask you about this: What are 
you going to do about our brethren on the other side of the Capito! 
who have increased this figure from $225 to $300 million ? 

Mr. Srewarr. Our opinion is that we would not be able to attain 
that figure. 

Chairman Ricuarps. Does anybody want to ask a question ? 

Mrs. Cuurcn. I would like to trace out, if I could, this quadran- 
gular arrangement: Do I understand this, that in order to supply a 
market for rice from Thailand, where there would be a normal market 
if we had not entered into it—we let Thailand furnish the rice to Laos 
and that then we take American money to buy our surplus, and give 
that surplus to Japan, where otherwise it would not have to go? 

I wanted to trace out this quadrangular trip of the rice. 

As I sat here and thought it out, it seemed to me that what the 
witness had said was that in order to save a situation which we had 
created, we had transferred rice, or permitted the transfer of rice: 
but that in order to do it, we were paying American money to buy 
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surplus to put that surplus where otherwise it would not have had to 
have gone, or could not have gone. 

Mr. Stewart. Mrs. Church, in the first place, if we are to help the 
Laotians obtain rice, we would be spending dollars for it whether 
we spent the dollars for rice in the United States, which we took to 
Japan, or whether we spent it in Thailand for rice for Laos. So the 
requirement for the dollars is there, no matter which way we do it. 
The way we propose to do it—and I want the committee to under- 
stand that this is not something that we know is going to be worked 
out—this is just an illustration of how we use these programs to ac- 
complish the things in which we are interested relating to our for- 
eign policy, and at the same time accomplish other objectives which 
in fact the Congress requires of us, relating to our domestic policy. 
The legislation under which we operate requires that we seek the 
advice of the Secretary of Agriculture as to whether a commodity is 
or is not in surplus. 

This advice was sought in connection with rice and the Secretary 
of Agriculture advised that rice is a surplus agricultural commodity. 
In such a case, our legislation requires that we shall buy the commodity 
within the United States. So we have attempted to fit a pattern to- 
gether, here, that will not run contrary to foreign policy, and which 
will contribute, as we believe the Congress intended that we should, 
toward the solution of domestic problems, wherever possible. 

Now, Mr. Paul has asked me the question, “What moves where?” 

Thai rice moves to Laos. Japanese goods of one sort or another 
move to Thailand. United States rice moves to Japan. 

Mrs. Cxurcu. And is the sum total an actual quid pro quo? Do 
we sustain any loss by that process, or do we gain by it ? 

Mr. Stewart. The price of Thai rice being located as closely as it 
is to Laos, and therefore not involving ocean transportation, probably 
is somewhat less than the price of our rice, considering that we must 
move it across the Pacific. eg transportation costs within Thai- 
land are themselves very high, and at the moment, Mrs. Church, I just 
am not sure regarding what that price relationship would be. It is 
possible that the transaction, if it is consummated, would involve some 
additional expenditure on our part, in taking the United States rice 
to Japan, than would be required if we could buy Thai rice and move 
it to Laos, directly. 

Mrs. Cuurcn. Are the Thais perfectly satisfied with this, now? 

Mr. Stewart. As I say, this is a matter which has not been worked 
out. I used this as an illustration of how we can attempt to accom- 
plish some of these things with a bit of imagination and initiative. 

If the Thais are not satisfied with such a transaction, there will be 
no transaction. Ifthe Japanese are not satisfied with the transaction, 
there will be none. 

Mrs. Cuurcu. Thank you, Mr. Chairman. 

Chairman Ricwarps. Is that all, Mrs. Church ? 

Mrs. Cuurcn. Yes, Mr. Chairman. 

Chairman Ricnarps. Mr. Paul, I wanted to ask you this: if either 
the $235 million proposed here, or the $300 million put in the bill the 
Senate passed—taking into consideration your overall program and 
conditions in foreign countries, our commercial sales program in the 
United States—considering those things, if you cannot absorb agri- 
cultural products of that amount, it will mean, will it not, that the 
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program will be cut, because you would have to set aside this money 
for that purpose and no other. 

Mr. Paut. That is right. We would have that situation. 

Chairman Ricuarps. The difference between what you could and 
could not program, would be a net cut in the overall provision of funds 
for economic aid, would it not? 

Mr. Pau. Yes,sir. For all aid. 

Chairman Ricnarps. Mr. Burleson 

Mr. Burteson. Mr. Chairman, you have been very nice to let me 
interrupt, and I do not want to impose. 

Chairman Ricwarps. He has finished his regular statement. 

Mr. Buriteson. Mr. Chairman, I challenge my good friend, Mr. 
Vorys, on this matter of anybody advocating dumping. That may be 
Mr. Vorys’ interpretation of certain on regardless of whose they 
are. but I challenge that statement. I do not ‘believe that there is a 
Member of this Congress who knows anything about the agricultural 
program who would advocate any dumping program. 

In addition, there is nothing in the law now, there will be nothing 
advocated by anyone who knows anything about the agricultural pro- 
gram and the theory behind what the law is now, who will advocate 
such a thing, because, simply, it is the worst thing which could happen 
to American agriculture. 

There is nothing in this law that requires us to carry coals to New- 
castle. It is easier for FOA to deal in dollars than it is to deal in agri- 
cultural surpluses, and to barter. Of course it is easier. And FOA 
has only paid attention to the mandatory provisions of this law, and 
has not gone outside and will not go outside to do anything further in 
dealing with these commodities which we have on hand, and can 
barter. 

Now, if you want to give the American taxpayer’s dollar instead of 
something we already have paid for and have on hand, all right, but 
we have something that we do not need. There are a lot of things we 
do need. And just remember this, that we import a lot of agricultural 
products in this country. That side is often overlooked, that we are 
a tremendous importer of agricultural products. 

Now, let me ask this, Mr. Stewart: have we sold anything abroad— 
I mean by that, bartered or sold for local currenc y in accordance with 
provisions of law—below the world market price / 

Mr. Stewart. No. sir. Not to my knowledge. 

Mr. Burteson. Then that answers the question that there has been 
no dumping and that you could not do so under the provisions of the 
law, does it not ? 

Mr. Srewart. Yes. 

Mr. Burtrson. That is adequately cared for in the law—that there 
will be no dumping, and every safeguard is placed around it. 

Now, anyone who has observed this matter knows that on the world 
market, in most all the basic commodities, that the United States can- 
not undersell on the world market. You cannot possibly do it. You 

can give it away but you can be sure that if the commodity is com- 
patiaheies the foreign producer can give it away for less. It is just that 
simple. Asa matter of fact, the complaints have been on the other 
side. I have been trying to make the point here for some time, that on 
the contrary we have encouraged foreign nations to become self- 
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sustaining in foods and fibers, fats and oils—the same thing that we 
have to sell. The fallacy of it is that the free nations are the only 
countries which have an appetite for those things which the very 
countries we are helping are able to furnish. 

You have answered the question. We have sold nothing under the 
world price. 

Is that not the reason we lost the market of cotton in India, to east 
Africa? 

Mr. Srewarr. Again, that is a cotton question, and I will refer it to 
Mr. Coate. 

Mr. Coarr. I think that might well be answered in this way: The 
United States is not necessarily and never has been predominantly 
the supplier of cotton to India. India grows the vast majority of 
cotton which she uses, of the type which the United States grows. 
Cotton which India imports is of the longer staple variety. She gets 
first, the extra-long staples from Egypt or the Anglo-Egyptian Sudan. 
She gets the mediums in United States cotton from California or the 
Mississippi Delta or from Africa, based upon prices and the construc- 
tion of textiles she expects to make. Only 1 year in the past have we 
exported substantial quantities. That was in 1951-52, just follow- 
ing the year when we had export controls. At that particular time, 
American cotton of that type was selling at a relatively cheap price 
and she bought exceptionally large quantities, about 700,000 bales. 
With the exception of that 1 year on an average India has taken 
approximately 100,000 bales a year from the United States. I am 
quoting those figures from memory. I think that would be some- 
where near right. 

We don’t have an established market in India. 

Mr. Burieson. It is very true that we do not have the market for 
long-staple cotton but if we are going to support India’s efforts in, 
say hydroelectric plants or some other development, then would it not 
be a feasible plan to support them with equipment whereby they could 
use the shorter staple cotton and barter that cotton for things we need 
in India? 

Mr. Coatr. They have plenty of equipment for short staple cotton. 
They are consuming 4 to 5 million bales of it. It is the specialty cot- 
ton which she imports. She also has plenty of equipment to use that. 
Her equipment is excellent. 

Mr. Burieson. Then maybe it is a matter that we are not pushing 
our relations there hard enough—that we are not diligent enough in 
trying to step up the potential market that is there ? 

Chairman Ricnarps. Will the gentleman yield? 

Mr. Burirson. Certainly. 

Chairman Ricnarps. I assume that the gentleman has a good deal 
of cotton in his district, as I have, but I also assume that he hasn’t 
a textile industry in his district that does not like the idea of provid- 
ing machinery to manufacture cotton in competition with American 
industry. 

Mr. Burieson. I am just trying to find the cause, Mr. Chairman. 
Evidently this is based on demand and supply, and I was trying to 
find the cause of the problem of not finding a greater outlet, under 
this program. 

Again, I would say that it is easier to handle dollars than it is a 
commodity, by barter. 
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Let me ask this, Mr. Chairman, and I will then be through: How 
about our supplying foodstuffs to Greece? What have we done there 
with reference to the recent devastation ¢ 

Mr. Srewarr. In the first place, as a result of the catastrophy, 
Foreign Operations Administration was able to find an additional 
$7.5 million which can be used in the Greek program, as I understand 
it,as a result of these catastrophies. 

Mr. Burtieson. That was not included in this program?’ That 
was under the separate bill and the President’s action ? 

Mr. Pauw. No, sir. The regular program for Greece this year as 
reported in the books before you which went into print just before 
this last week’s new announcement indicated total aid of roughly $26 
million for Greece, and I believe the large part of that—I don’t have 
the exact figures, but I think it is in the books, sir—was in the form 
of surplus commodities, anyway. 

Now this most recent allotment of $7.5 million—I believe all is in the 
form of agricultural commodities, is it not, or is it other kinds of 
materials ¢ 

Mr. Srewarr. I think it may include other kinds of materials. 
Actually, as far as food is concerned, Greece is pretty well fed. With 
the regular and other programs we have enough wheat moving into the 
country, for example, that there is no problem on that score. 

I do not have a breakdown of exactly how this $7.5 million will be 
spent. 

Mr. Paut. We can get it very quickly for you. 

Mr. Burteson. The point I was making is whether it was in here, as 
special relief—whether it was in these figures or whether it was outside 
and in the President’s separate authority ¢ 

Mr. Paut. The President’s special authority for transfer and use of 
other funds was used for this. It is within our bill, but not within the 
regular program for Greece. It was then within the authority of our 
bill, from the general funds. , 

Just to complete that picture, sir, there was an additional $8 million 
plus, I believe, also approved under title I of Public Law 480, very 
recently for Greece, which would be over and above the normal market, 
according to the provisions of that law. 

Mr. Vorys. Mr. Chairman. 

Chairman Ricuarps. Mr. Vorys 

Mr. Ve mRYS. Just to keep the record straight between my dear friend 
trom Texas and myself, I would certainly agree with him that he has 
never advocated dumping. I would disagree with him that that has 
uot been repeatedly advocated on the floor of Congress, and I predict 
that it will be advocated while this bill is under consideration. 

I call your attention to Public Law 480, the Agricultura] Trade 
Development and Assistance Act of 1954, which says that in negotiat- 
ing agreements, the President shall take reasonable precautions to 
assure that sales under this act will not unduly disrupt world prices of 
agricultural commodities. 

. It has been and it will be argued when the matter comes up that we 
should sell at competitive world prices under that law, because selling 
at competitive world prices will not unduly disrupt world prices. 
Right on that interpretation of “unduly” is where the sale at competi- 
tive prices—which means that increased supply will drive the com- 
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petitive price down—that in my book is called dumping and that has 
been and will be advocated. : 

I also want to call the gentleman’s attention to the fact that section 
103 of that law provides for reimbursement to the Commodity Credit 
Corporation for all of the agricultural surpluses used, so that we do 
not, as the gentleman said, use something that we have already paid 
for, period. What we do is to use it and then pay for it again, to the 
Commodity Credit Corporation, and the bill is therefore another price 
support measure in our own domestic economy. ‘That is not neces- 
sarily a criticism of the act, and I agree with the gentleman in his zeal 
to have our people use more imagination in using our agricultural 
surpluses—barter and otherwise—to carry out our foreign policy. But 
Public Law 480 is in its essence a domestic support proposition and it 
is argued that it should be a domestic support proposition even though 
it involves dumping. 

That is the interpretation of the act that we have heard and will 
hear again—not from the gentleman from Texas. 

Chairman Ricuarps. The thing that the gentleman is talking about 
and the law that he quotes were my reason for asking Mr. Paul about 
the mechanics of this operation awhile ago. I was just trying to get 
it down to the procedures followed, so that the program would be 
coordinated. 

Mr. Paul, you said you had those consultations. 

Mr. Pau. Yes, sir, and as a matter of fact under Public Law 480, 
which Mr. Burmeister, Mr. Chairman, is here to discuss, because that 
primarily is the responsibility of the Department of Agriculture. 
There is an interagency committee chaired by Mr. Clarence Francis, 
which includes representatives of the State Department and FOA, as 
well as the other agencies, to guard against the things you were talk- 
ing about. 

Chairman Ricnarps. The Surplus Commodity people in effect ap- 
prove the allocation of commodities for use, before you actually de- 
velop the program ? 

Mr. Stewart. The Department of Agriculture tells us what com- 
modities are eligible to go in, before we put it down. The amount of 
the commodity going to one country as related to another and that 
sort of thing is dependent upon the amount of aid dollars that we have 
in that program. 

Chairman Ricuarps. That is true. The Department of Agricul- 
ture may say, “Well, this would be fine to put this in this program, but 
to take some of this money for that, just wouldn’t do because of the 
world situation and the world market which is out of balance this 
year.” 

They have a say-so in it. 

Mr. Srewart. They have the say-so with reference to the eligibility 
of commodities. 

Chairman Ricrarps. Is there any other question ? 

Mr. Williams—— 

Mr. Witurams. Thank you, Mr. Chairman. 

Mr. Stewart, last winter in Spain there was considerable criticism 
of the cotton program. It was said by some people there, and this 
criticism was reported in Spanish papers and some papers here—that 
the cotton supplied under the program did not meet the specifications 
of the FOA contract. Do you know anything about that ? 
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Mr. Srewart. Mr. Chairman, I do not, but may I again call on 
Mr. Coate. 

Mr. Coats. With regard to the Spanish procurement of cotton, the 
first authorization issued to Spain was under section 550. All cotton, 
as you know, is authorized by FOA under commercial procurement 
procedures. We have no government-to-government transactions in 
cotton. It isall authorized for commercial procurement. 

The first authorization issued to Spain was under section 550, and 
permitted the Spanish to buy under their normal procedure, which 
was then on what is known as guaranteed through terms. The ship- 
per described the cotton, completed a contract under a given descrip- 
tion, and guaranteed that he would ship that particular quality. If, on 
delivery, there was any disagreement, the difference was settled by ar- 
bitration on the other side. 

Just shortly after our procurement authorization was issued, and 
procurement had been made, there was some discontent on the part of 
the Spanish mills, regarding the quality of cotton which had been pro- 
cured both FOA financed and that financed commercially. The record 
will show—the record of your committee that went over there will show 
that the method of procurement over there is by public bids, submitted 
to a Spanish Government agency 

Due to the fact that it was handled on that basis by a government 
agency—it became a matter of price controlling who w ould ; get the bid. 
It developed that some of the shippers were overdescr ibing their cot- 
ton so they could price it cheaper and thus get the business and pay 
whatever claims they had to pay. They figur ed that was good business. 

We found on our first authorization that we became involved with 
that same sort of operation. 

Following that and I believe just prior to the visit of Mr. Brownson 
and his committee over there, FOA reached agreement with the Span- 
ish that they would cease buying on guaranteed through terms and buy 
all the cotton financed by FO A, subject to United States Department 
of Agriculture class w hich avoided any possibility of unfair compe- 
tition, purely from a price standpoint. Every ey was then on 
the same basis and would have to have his cotton classified by the 
United States Department of Agriculture before shipment. 

Since that has been done, all of our procurement authorizations 
have been issued on that basis and the Spanish report to us that they 
are much better satisfied with the business as done, now. We have 
had no further complaints on it. 

Mr. Witur1ams. Thank you. That is very encouraging. 

One other question. 

Chairman Ricwarps. Mr. Williams 

Mr. Wituiams. Mr. Stewart, our grants of surplus commodities are 
not reflected in the charts that you have been referring to; is that right ? 

Mr. Stewart. Are you referring, sir, to title II of Public Law 480? 

Mr. Witt1aMs. Is that the grants section ? 

Mr. Stewart. Yes. We do furnish commodities on a grant basis 
through the title II of Public Law 480, and we in FOA are responsible 
for the administration of that title. 

Mr. Witurams. The emergency corn shipment to Guatemala that 
is now in process, is under that ? 

Mr. Srewart. That is correct. 
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Actually, in the statement submitted for the record I included a 
brief section on title II of Public Law 480. 

Mr. Witu1ams. What is the total request for the coming fiscal year? 

Mr. Stewart. That legislation, as it was passed, provided $300 mil- 
lion for a total of 3 years, so that there still is a substantial balance in 
the budget, so to speak, for the programs. 

Up to the present time, we have issued authorizations which total 
about $100 million, so that out of the $300 million originally provided, 
there is remaining about $200 million. Of course, we do have some 
additional programs in mind that will take up some part of that. 

Mr. Witit1ams. When does that 3-year period end? 

Mr. Srewarr. June 30, 1957. I believe. 

Chairman Ricuarps. Mr. Fulton 

Mr. Funron. There is one place where good, substantial competition 
would be fine. That is where these countries that we are assisting say 
that they must get agricultural products from behind the Iron Curtain, 
the satellite countries, or the Soviet Union. 

Why doesn’t the Department go over a list of the Soviet Union satel- 
lite country contracts on agricultural products with these people whom 
we are assisting. Then the United States or our allies could offer each 
of them a better deal with us on agricultural products than they 
could get behind the Iron Curtain? Why don’t we replace by com- 
petition, by trade in our own agricultural products, for the trade that 
Is now going on to obtain agricultu ‘al products for the free world 
from behind the Iron Curtain? This proposal is separate and apart 
from dumping, and is on plain competition. Compete to get the busi- 
ness. That is part of world economics, and is where the United States 
is strongest. 

Mr. Stewart. Mr. Fulton, I believe that that question has more di- 
rect bearing on title I of Public Law 480 than it does under the legis- 
lation under which we operate. We are, of course, limited to those 
countries where we have programs. 

If we have the opportunity to contribute to United States objec- 
tives by sending surplus commodities to any of these countries in which 
we have programs, we intend to do so. 

Mr. Futron. The United States should by competition eliminate 
many of the agricultural requirements being supplied from behind 
the Iron Curtain that the assisted countries under the United States 
foreign-aid program are using their economic assets to pay for. 

Mr. Srewarr. That sort of thing would certainly be done to the ex- 
tent that we have the opportunity to do it. However—regardless of 
whether we are operating under title I, Public Law 480, to which 
believe your question principally refers, or our own legislation, the 
matter of pricing is influenced by the legislation. I do not wish to 
testify for the Department of Agriculture people, but I believe that 
they would agree that they are not permitted to undercut the world 
price for a commodity. 

Mr. Fcuiron. The United States should compete with the Soviet 
Union to prevent the Soviet Union from making the agricultural deals 
and using up the assets of these United States-aided countries, that 
could then use these resources for other purposes in the free world. 

Mr. Srewarr. I would rather refer that to them. I believe they 
would be quite vigorous in a case of this kind. 
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Mr. Fuuron. My idea is to try to inject that kind of policy into 
these proceedings. I would like to see that kind of program on a 
purely competitive basis instituted because in this situation we do not 
have the problem of dumping. 

Chairman Ricwarps. We have about another 15 minutes here and 
we want to hear from Mr. Burmeister, Assistant Administrator for 
Market Development. 

Mr. Stewart, we thank you very much. 

Mr. Burmeister, will you come around 

Do you havea prepared statement / 

Mr. Burmetsrer. Yes, sir; I have. 


STATEMENT OF GUSTAVE BURMEISTER, ASSISTANT ADMINISTRA- 
TOR, FOREIGN AGRICULTURAL SERVICE, DEPARTMENT OF 
AGRGICULTURE, ACCOMPANIED BY R. P. BEACH, COMMODITY 
STABILIZATION SERVICE, UNITED STATES DEPARTMENT OF 
AGRICULTURE; AND R. H. ROBERTS, FOREIGN AGRICULTURAL 
SERVICE, UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Burmeister. I welcome this opportunity to discuss the agricul- 
tural surplus problem and what is being done about it before this 
committee of the House. 

Agricultural surpluses and foreign relations: The farm surplus is 
a factor in our relations with practically every other nation. It is not 
only involved in our economic and commercial affairs. It is also in- 
volved in our political and strategic affairs. 

One of the things we are trying to do is conduct our surplus dis- 
posal and foreign ‘market development programs in a way that will 
increase confidence in the United States among friendly countries. 

This does not mean that we sit back and wait until everybody else 
has sold out before we enter the market. That sort of policy does not 
create confidence. Nor does it make friends. 

The United States cannot be satisfied with the position of holding its 
own supplies off the market and accumulating surpluses while other 
countries dispose of their entire production. 

Accordingly, the United States finds it necessary to offer its prod- 
ucts at competitive prices. At the same time, the United States will 
not use its agricultural surpluses to impair the traditional competitive 
position of friendly countries by disrupting world prices of agricul- 
tural commodities. 

The basic problem we have to face is that the existence and magni- 
tude of our surpluses are viewed as a threat by people in many parts 
of the world. 

It does not matter that our record is one of fairness and restraint: 
these people know that what we have is in excess of what we need and 
that we will have to do something with it. 

The immediate and continuing result is pressure—strong and con- 
tinuing pressure—on the governments to keep the situation under con- 
trol. This me: ans keeping our goods out. 

The reaction is not always on the front pages; and it varies in 
strength from country to country, according to the ¢ ountry’s particular 
problems. 
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But it is present to a considerable degree everywhere. As long as 
we have large stocks for sale, resistance by foreign groups and foreign 
governments to our disposing of them in world markets will be a 
prime factor to reckon with. ; 

Outline of the surplus problem: Now, for a moment, I would like 
to briefly outline the size and shape of our agricultural surplus. 

As we all remember, the period of World War ITI and the years 
immediately following was a time of enormous and unprecedented 
demand for farm products, both food and other products. 

We fed and supplied ourselves, our greatly expanded military forces, 
and a large part of the free world. When hostilities ceased, we 
stepped in to help feed not only our recently liberated allies but also 
the millions of helpless civilians in the ex-enemy territories which had 
come under the control of our occupying forces. 

We encouraged our farmers in every way we knew how to expand 
their production. They responded magnificently. They invested their 
money and their credit resources in machinery and equipment which 
brought the capital inventory on American farms to an all-time high. 
They worked harder and longer. They put idle land to work and 
intensified their land use. 

They produced a record output. Between 1938 and 1948, our agri- 
cultural production increased by one-third, despite fewer people on 
farms. Output per man-hour increased by one-half. 

The supply and demand situation was abnormal. Requirements 
were at a record high while the producing areas of Europe, southeast 
Asia, and other parts of the world were torn up and disorganized— 
in many instances, unable even to sustain themselves. 

As the world recovered from the war and as production in the war- 
disrupted countries returned to normal, our exports began to fall off. 
This tendency was already apparent in 1949 and 1950. Its impact was 
blunted, and the trend temporarily reversed, by the Korean conflict. 
But by 1953 the direction of our agricultural export trade was pain- 
fully clear. 

At the peak of the early postwar expansion, we moved into foreign 
outlets the production of 55 million acres of land. Within a period 
of only 2 years—1951-53—we lost foreign markets for the production 
of 22 of these 55 million acres. We lost 40 percent of our foreign 
markets. 

While the foreign picture shifted from one of abnormal demand to 
restored production, our agricultural output remained high. It be- 
came more and more in excess of current demands. Surpluses piled 
up and grew to the mountainous proportions they have reached today. 

The current surplus situation: Let us take a look at the size and 
shape of our present surplus situation. 

The Commodity Credit Corporation, as you know, holds inventories 
of farm commodities and, in addition, makes guaranty loans on com- 
modity stocks of which it does not have physical possession. The bor- 
rowing capacity authorized by the Congress for these operations is 
$10 billion. 

As of April 30, 1955, CCC had in use about $8.5 billion of this capac- 
ity. It is virtually certain that loan operations with the 1955 crops 
will result in a further rise. On the basis of present crop prospects. 
there is even a good chance that the present borrowing authority of 
$10 billion will not be enough. 
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At the end of April, CCC had used $8.5 billion of its borrowing 
authority. A year previously, the figure was $6.2. The difference 
indicates the speed—the accelerated speed—at which our surpluses 
are piling up. AE 

The most recent figures, June 1, show CCC’s commodity inventory 
representing an investment of nearly $4.7 billion. ‘There are six com- 
modities which account for most of this inventory. They are: 

Wheat—971 million bushels, representing a CCC cost of $2.5 
billion; 

Corn—548 million bushels, representing a CCC cost of $1 bil- 
lion; 

Cotton—1.7 million bales, representing a CCC cost of $293 
million; 

Butter—180 million pounds; and 

Cheese—267 million pounds, representing a CCC cost of $22: 
million; 

Sorghums—52 million hundredweight, representing a CCC cost 
of $140 million. 

Compared with a year before, the inventory of grains and cotton 
increased very substantially, more than offsetting decreases in dairy 
products and cottonseed oil. Wheat increased by $624 million, corn 
by $357 million, grain sorghums by $100 million, and cotton by $524 
million. Dairy products were decreased by $222 million, and cotton- 
seed oil hy $121 million. 

These figures point up not only the fact that CCC’s inventory situa- 
tion presents a constantly changing picture, but also that there has been 
encouraging success in some fields in cutting down the stockpile. Also, 
not all of CCC’s holdings represent true surpluses. A part of the 
inventory represents normal carryover stocks and contingency reserves 
against some unforeseen emergency. 

But I think it is also amply clear that our agricultural surplus is far 
in excess of our needs. Its origin and growth has had a direct connec- 
tion with the foreign market situation. 

Likewise, I think we may say that a sizable share of the hope for a 
way out of the situation is represented by our present and potential 
markets abroad. 

Even though it has been possible to reverse the trend of exports 
during the last year—to turn the trend upward again—the surplus had 
continued to grow. It isstill growing. 

Exports show gains: It will be worthwhile to take a quick look at 
the current export picture. For this fiscal year, we have the key figures 
for the first 11 months, July through May. 

In these 11 months, agricultural exports amounted to over $2.8 bil- 
lion, which is 7 percent ahead of the same period of 1953-54. At this 
rate, we can expect that the total for the year will be something over 
$3 1 billion, as against about $2.9 billion last year. 

This improvement reflects a number of important factors. Eco- 
nomic conditions and purchasing power have improved in many areas 
abroad, particularly Western Europe. The gold and dollar holdings 
of a number of countries have increased and, in some instances, this 
has led to moves toward freer trade and relaxing of restrictions. 
Larger sales also reflect the fact of a poorer crop, qualitywise, in West- 
ern Europe last year. 
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More effective selling and promotional work by our export trade is 
also a factor. And various Government programs authorized by the 
Congress have been another important factor. 

On the whole, most of our agricultural commodities are going well 
this year. Among the big commodity groups, cotton, tobacco, vege- 
table oils, fruits and vegetables, and livestock products are all doing 
better. Grains and feeds are the only major group for which exports 
are running behind last year. Sales of corn and rice are down, and 
wheat has been hurt by the drive in almost every part of the world 
for greater self-sufficiency in the supply of bread. 

Government foreign disposal programs: I have said that the Gov- 
ernment’s disposal programs were an important factor in the improved 
export situation. This is a conservative statement. There are many 
people and groups among the trade and among producers who feel 
that the Government programs for sending our farm products abroad 
have in fact been a prime factor, not only in the recent upturn in 
exports but also in perventing the earlier decline from going any lower 
than it did. 

I personally prefer the more conservative statement because it helps 
us keep the things we are aiming for in the proper perspective. Com- 
mercial sales made without Government intervention are by far the 
larger portion of the total movement abroad. 

And we would like to see that proportion grow. The Government 
programs are, in the main, intended to supplement regular commer- 
cial sales and to help expand market opportunities—to widen the area 
in which our producers and exporters have a chance to compete. 

I would like to summarize now what has been accomplished by 
the six main programs undertaken by the Government for moving 
our agricultural surpluses into uses abroad. These programs are: 

. CCC export sales program 
. Barter 
. Section 416, Agricultural Act of 1949 
. Title I, Public Law 480 
. Title IT, Public Law 480 
6. Section 402, Public Law 665 

CCC export sales program: During 1954, CCC sales of price sup- 
port stocks to commercial firms specifically for export amounted to 
approximately $500 million. During the first 5 months of 1955, sales 
have been maintained at about the same rate, amounting to over $200 
million. Wheat is the major item. Sales of cottonseed oil, corn, flax- 
seed and linseed have also been substantial. 

These figures do not tell the whole story. We know that some of 
the commodities which CCC sells to commercial firms at its domestic 
sales prices actually move into export outlets. There is no estimate 
of how much is exported this way, but we know that it happens. 

Barter: CCC is authorized, by section 303, title ITI, Public Law 
480, to barter its commodities for strategic and other materials. Such 
operations are conducted through the private United States trade. 

Data on the barter program are available for July 1954 through 
May 1955. Contracts negotiated by CCC during that period provide 
for the disposition abroad of $254 million worth of agricultural com- 
modities. Over $100 million have already been exported and the rest 
will follow. 
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During the full 12 months of 1953-54, barter dispositions totaled 
only about $30 million. The grand total for 1950 through 1954 was 
less than $95 million. You can see, therefore, that current operations 
represent a big step-up in this activity. 

The breakdown of commodities moved has been similar to the export 
sales program. 

_ Section 416, Agricultural Act of 1949: Section 416 authorizes dona- 
tions of commodities from CCC inventories for relief use overseas. 
The commodities are made available to approved United States pri- 
vate welfare agencies, which carry out or supervise the foreign dis- 
tribution. 

Since these items are donated rather than sold, it is hard to place a 
valuation figure on them that will be truly comparable to the other 
figures already cited. By the end of this month, we anticipate that 
the 1954-55 total of commodities programed under this section will 
represent a market value of almost $200 million. 

This is about three times the rate of the preceding year. About 
nine-tenths of the commodities are dairy products. 

Title I, Public Law 480: Title I of Public Law 480 is one of the 
chief tools authorized by Congress for making effective and construc- 
tive use abroad of our agricultural surpluses. 

As you know, title I authorized CCC to incur costs not in excess of 
$700 million over a 3-year period to finance the sale of agricultural 
commodities for foreign currencies. 

Title I utilizes private trade and banking channels to the maximum 
extent. The first step is the negotiation of an agreement between the 
United States and the government of a friendly foreign country; this 
sets the terms and program framework within which the private trade 
can function. It also provides for the guaranties required by law 
that commodities sold under the agreement will not displace our regu- 
lar marketings, will not unduly disrupt world prices of agricultural 
commodities, and will not be resold or otherwise diverted to countries 
unfriendly to the United States. 

Once the agreement is signed and purchase authorizations are issued, 
the private trade takes over. Contracting and the other business func- 
tions are the same as in any other commercial transaction. The dif- 
ference is that CCC funds are the source from which the exporter’s 
dollar payment comes to him through his bank. 

Agreements have been signed with 14 countries—Turkey, Yugo- 
slavia, Chile, Peru, Pakistan, Spain, Argentina, Israel, Finland, Italy, 
Japan, Korea, the United Kingdom, and Austria. The total of all 
these programs amounts to $424 million in terms of CCC costs and 
$331.5 million at the commodities’ present export market value. 

Included in these programs are approximately 46 million bushels 
of wheat, 651.000 bales of cotton, 59 million pounds of tobacco, and 122 
million pounds of cottonseed oil. 

We are continuing to negotiate with other countries. We expect 
that by June 30 we will have signed additional agreements which will 
bring the program total to $450 to $500 million. 

Section 104 of Public Law 480 sets out the various uses which can 
be made of the foreign currencies received by the United States Treas- 
ury in payment for commodities. I believe this committee will be 
particularly interested in the expected uses of such currencies. 
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Under the programs which have so far been agreed to, provision 
has been made for $92 million or about one-quarter of the total to be 
used for the payment of United States obligations abroad. 

That is, in areas where the Department of Defense or some other 
Government agency requires local currency for the payment of their 
necessary expense, they can utilize the local currency from proceeds 
from title I. CCC, in turn, will be reimbursed in dollars from their 
appropriations. 

A total of $73 million, almost another quarter, will be used for the 
procurement of military equipment and supplies for the common 
defense. 

One of the more important categories from the long-range stand- 
point is the development of markets for our agricultural commodities. 
About $8 million or 2.3 percent has been earmarked for this purpose. 
Within the overall total, this expenditure constitutes—as might be 
expected—a relatively small share. In absolute terms, however, the 
currencies available will give our efforts to improve the market “cli- 
mate” for American commodities a big boost. In our negotiations 
with the various foreign governments, we are insisting on market 
development wherever possible as an essential category in the use of 
local currencies. 

The larvest amount of foreign currencies acquired in the program— 
$139.5 million or 42 percent of the total—is earmarked for loans to 
promote multilateral trade and economic development. This onera- 
tion, as provided in the Executive order for carrying out the legisla- 
tion. is under the supervision of the Foreign Operations Adminis- 
tration. 

The loans may be made under the law through established banking 
facilities of the friendly nation from which the foreign currency was 
obtained or in any other manner which is deemed to be appropriate. 
Stratesic materials, services, or foreign currencies may be accepted 
in nayment of the loans. 

Much of the emphasis in connection with these loans has been placed 
to date on their use for economic development, and the attention de- 
voted to the promotion of multilateral trade has been munch less during 
the first year of negotiation of proorams. It is believed that much 
of the longer-run results which can be beneficial in the development 
of new markets for United States agricultural commodities will result 
from placing more emphasis on loans which will help to promote 
multilateral trade. 

The balance of the foreign currencies will be used as follows: for 
the nurchase of strategic materials, $2.8 million: for the purchase of 
goods for other countries, $13 million: and to finance the international 
edneational exchange prooram. $2.45 million. 

Title TT, Publie Law 480: Title IT of Public T aw 489 is administered 
by the Foreign Operations Administration. Like title I. it concerns 
agreements with friendly foreign rovernments for the shinment and 
use of surplus agricultural commodities: but it involves mifts of such 
commodities—not sales. The provision of such commodities from 
CCC stocks is authorized under title IT to help meet famine or other 
urgent relief needs, 

The Foreign Operations Administration has estimated that $125 
million worth of surplus agricultural commodities will be programed 
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under title II. Shipments through May 25, 1955, were valued 
approximately $75 million. 

The total authorization provided by title II for the full 3-year 
period is, as you know, $300 million. 

Section 402, Public Law 665: The final foreign disposal program 
which I wish to mention is section 402 of Public Law 655, the Mutual 
Security Act of 1954. Because this committee is now considering 
proposed mutual security legislation for the year ahead and has heard 
considerable testimony already, I shall limit my discussion to a few 
brief statements, 

We consider section 402 to be one of the most important instru- 
ments by which the Government can help increase the flow of Ameri- 
can farm products to foreign markets. Under section 402, as has been 
said, not less than $350 million of mutual security funds must be used 
for the purchase of surplus agricultural commodities. 

By June 3, 1955, section 402 authorizations had totaled $381 mil- 
lion. To this sum should be added over $22 million which was deob- 
ligated from funds provided by section 550 of the Mutual Security 
Act of 1953. These authorizations together amount to nearly $404 
million for the current fiscal year. 

The more important commodities covered by this year’s authoriza- 
tions under section 402 include cotton, wheat, coarse grains, fats and 
oils. dairy products, and some dried fruits. 

Conclusion: As holders of the world’s greatest storehouse of agri- 
cultural supplies, we are affording the leaders of the world a great 
and unusual opportunity to improve the living standards of their 
countries. The Congress has made it possible for the United States 
to helm the world attack today’s impoverishment on a scale unequaled 
in history, and unlikely in the future. This has been done by the 
lericlation and programs which I have just discussed. 

These programs provide an important, thoush necessarily limited, 
opportunity. We hope that leaders abroad will rise to take advan- 
tage of it for we look on this present era of Government disposal pro- 
grams as onlv a period of transition to help us meet constructively the 
present surplus problem. 

Our wish is that agricultural producers and traders of the United 
States be in every respect the senior partners in the business of market- 
ing American farm products. We hope that the future era can be 
one in which private sales in the free market will move the major 
part of our farm exports, with Government export programs having 
become a nage of our history. 

Until these obiectives have been achieved and such a situation has 
become a reality, however, we see no other course but to do everything 
we can to move our agricultural commodities into useful channels and 
maintain and develop foreign markets for our farm products. 

(The tables submitted with Mr. Burmeister’s statement follow :) 
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Proposed uses of foreign currency under Public Law 480 as of June 16, 1955 


Millions of | : 
dollars Percent 


Reimbursable for United States use: Payment of United States obligations 
and procurement of military equipment 
Nonreimbursable for United States use: 
Agricultural trade development 
Purchase of strategic material 
International educational exchange 
Purchase of goods for other countries 
Other nonreimbursable uses: 
Procurement of military equipment 
Loans for multilateral trade and economic development 


Total_. 


Value and commodity composition of agreements signed through June 16, 1955, 
under title I, Public Law 480 


(Thousands of dollars] 


Country and commodity ‘wae | CCC | Market! C¢ ; 


Country : y odity 
value cost untry and commodity value | cos 
| 


Turkey: | Israe]—Con. | 
jj aaa .--| 6,491 | 12,023 Feed grains As 1,700 | 2,628 
Feedgrains -- hs 12, 426 17, 546 Cottonseed oil 700 | 1, 032 
ne 4,144 5,604 Ocean transportation !- -| 1,100} 1,100 
Ocean transportation !_........ 5,837 | 5,837 ———_!- 
- —|——_-_——- Total, Israeli program. 9, 400 
Total, Turkish program...) 28, 898 41, 100 ——— 
FS Italy: | 
Yugoslavia: Cotton... ‘ ; 35,900 | 35,900 
Wheat___- 34, 932 42, 279 Wheat 9, 100 16, 000 
Cotton____.... a9 = | 9,684 Tobacco : 3, 200 3, 200 


Ocean transportation !._- , 504 Ocean transportation !__. 1,800 | 1,800 


13, 960 


Total, Yugoslav program 52,036 | 79, 467 Total, Italian program 50, 000 56, 900 


Chile: Japan: 
Wheat aoe ‘ _..| 2,200] 3,943 Wheat : 22,500 | 41,600 
Cottonseed oil 2, 400 3, 336 Barley + 3,500 4, 800 
Ocean transportation ! : 396 396 Rice - - 15,000 21, 076 

— ——-—~ Cotton pee 34, 150 34, 150 
Total, Chilean program_..._| 4,996 7,675 1) Se ee eee 5,000 | 5, 000 
—= Ocean transportation !____ 4,850 | 4,850 


Peru: —————|——— 
Wheat.._--- -| 3,020 5, 413 Total, Japanese program __| 85,000 | 111,476 
Butter =A. 230 374 —— ——— = 
Ocean transportation !___- 380 | 380 || Korea: 
——— Cotton ae 9, 500 | 9, 500 
Total, Peruvian program 3, 630 }, 167 Tobacco ‘ 4,700 4, 700 
=——— = Ocean transportation !____- 800 800 

Pakistan: - 


Cotton. ._- seit ; | 21,352 21, 352 Total, Korean program___.-| 15,000 | 1 
Tobacco. 3,000 3,000 = 
Ghee. ei 2,000 3,460 || United Kingdom: | 

Linseed oil. - debsdios 972 1,675 Tobacco Ps é 15,000 | 15,000 
Ocean transportation ! 2, 076 2, 076 Ocean transportation !__ 220 | 220) 


5,000 


Total, Pakistan program ___!| 29, 400 31, 563 Total, United Kingdom 
— — program __ 


8 ain: | 
Cotton. _- ‘ | 7,750 } ,750 || Austria: 
Cottonseed oil_- ; | 5,000 5, 929 Feedgrains.-_-____- ae | 4,5 6, 500 
Tobacco.- | 4,500 . 500 Cotton 5 f } 500 
Corn. _- | 1,750 530 || Tobacco 34 al 500 
Ocean transportation ! | 2,000 | 2, Ocean transportation !___ d 400 


Total, Spanish program_-_._| 21,000 | 23, 706 Total Austrian program 5, § 7, 900 
Argentina: Finland: 
Cottonseed oil__ 5, 450 8, Cotton 
Ocean transportation !_- 327 q Tobacco 
_ . Ocean transportation !___- 
Total, Argentine program. 5, 8, 72 = maa 
See ae Total Finnish program - 5, 25 
Israel: Total, commodity cost. __- _.. 303, 681 | 396, 2 
Wheat : L 5, 975 Total, ocean transportation !_____| 27, 826 27, 8: 
Rice ——- 
Cotton. _- ; - . Total é 331, 507 | 424, 107 
Tobacco ‘ ; 
Butter. 


i Includes only ocean freight financed by 
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Mr. Burmeister. Mr. Chairman, we have tried to summarize the 
whole surplus problem from the point of view of the Department of 
Agriculture, and the operation we have undertaken or the whole gov- 
ernment has undertaken to do something about it. 

I do not think I will attempt to try to summarize everything in my 
statement. It goes into quite a number of the different programs. 

I have with me Mr. Richard Roberts who is Director of our Division 
of Foreign Trade Programs and Mr. Robert P. Beach, who is Assistant 
Deputy Administrator of the Commodity Stabilization Service. 

Chairman Ricnarps. We will study your statement over the week- 
end. Yours has been a very comprehensive statement, though not too 
long. Iwill certainly read it and study it. 

Mr. Burleson, do you have any questions on this angle / 

Mr. Burirson. No,sir. I believe not, Mr. Chairman. 

Chairman Ricuarps. Mr. Chiperfield. 

Mr. Cuirerrie.tp. No questions. 

Mr. Futron. Could he comment on the question I had raised pre- 
viously regarding competition on export agricultural products with 
countries behind the Iron Curtain ¢ 

Mr. Burmerster. Yes, I will be glad to comment on that and then 
[ might have Mr. Roberts go into it a little further. 

Mr. Futton. The purpose is to have the United States Government 
use the surplus agricultural products in competition with the Soviet 
Union and the satellites, in the world markets. 

Mr. Burmetsrer. In each of the countries where we have made an 
agreement and are in the process of trying to make an agreement, we 
have analyzed the trade between the East and the West, so to speak, 
and in every case where we have been able to get the country to accept 
our commodities, we have done so, in competition with that which they 
are obtaining from the eastern satellite countries. 

Now, the one difficulty, as I see it, is that we are charged with the 
responsibility of not driving down world prices. Even though we 
should include some of our commodities in one of these agreements 
and set the price at a point where it would be absorbing all of the mar- 
ket—that is all that they take from the East and West—we would 
probably be driving down the world price. 

Mr. Futron. The question is, should we make an exception in the 
case of East-West trade, from the rule that we should not drive down 
the world price. Because there we are competing for an economic 
cain between systems. 

Mr. Burmetster. That is true, but any time we sell into any of these 
countries, we find the pricing mechanism moves on the world market. 
We sell back to the commercial trade and it becomes a commercial 
transaction, in actual practice. So that we do have to be very careful 
in not setting some prices too low, or moving these goods to too low 
a level, because then we would be charged with driving down the world 
price. 

We would be competing not only with the satellite people, but other 
world suppliers-——our friendly suppliers, in that particular market. 

There is one other point I might mention. Most of the sales made 
from eastern countries to the western countries were made under what 
we call a compensation, or bilateral agreement. 

In other words, there are no sales unless it is tied in with some kind 
of an agreement between the 2 countries, and that is very difficult to 
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break into once that agreement is established, say, between 1 of the 
western European countries and 1 of the eastern E uropean countries. 
Mr. Vorys. I notice in your statement— 


Proposed use of foreign currency under Public Law 480, as of June 16, 1955. 


Would that mean proposals during the next fiscal year? 

Mr. Burmetsrer. Those are agreements that have already been 
made in fiscal vear 1955. But the use of these currencies, some of that 
will be run over into 1956 and later years. This is a 3-year program. 

Mr. Vorys. That $331.5 million, there. represents the reduction we 
could make in the foreign-aid program, even though we would have 
to reimburse it—that is a reduction we could make in the foreign-aid 
program, and it will simply be picked up in the Commodity Credit 
program. Isthat not correct ? 

Mr. Burmetster. The reimbursable part is $107 million. That is 
already in the program for this fiscal vear 1955. 

‘Mr. Vorys. I took in too much territory. 

The nonreimbursable for United States use of course would not rep- 
resent a reduction for foreign-aid financing but the payment of United 
States obligations in procurement of military equipment, $107.4 
million—— 

Mr. Rurmetster. Those are charged to the 1955 fiscal year program. 

Mr. Vorys. It isa reduction in the 1955 program ? 

Mr. Burmetster. Yes. 

Mr. Vorys. The items down below: 


Procurement of military equipment, $58.3 million, and loans for multilateral 
trade and economic development $139 million. 


Those would represent reductions in the foreign-aid program: 
S S 


would they not? 

Mr. Burmetster. Yes, sir. 

I do not know whether you would call it a reduction and I will let 
Mr. Panl comment on that, but I do not think you count it as a reduc- 
tion. I think that we are really counting it as getting more for our 
dollars that we have already obligated in commodities. Isn’t that 
about right ? 

Mr. Paut. May I speak to that? 

Mr. Vorys. We do not need to hear from Mr. Paul. This is a won- 
derful saving we have picked up this morning. It runs into about 
$190 million. 

Captain Ricuarps. How about that, Mr. Paul? We would like 
to hear from you on that. 

Mr. Vorys. You do not want to say anything, do you? 

Mr. Pavt. Yes, sir. 

T am not familiar with the precise backups for these estimates, Mr. 
Vorys, but the President’s message, which applies to his entire budget 
for fiscal year 1956 contains in it a statement to the effect that where 
the local currency proceeds of the sale of surplus commodities under 
this law, Public Law 480, were used to carry out mutual-security pro- 
gram projects, or items that would have been carried out under the 
mutual-security program, we have to reimburse in the exact amount, 
the value of those. 

That has not been an executive determination made during the course 
of this year, but as far as the funds we are now requesting of the Con- 





MUTUAL SECURITY ACT OF 1955 697 


gress are concerned, this is a definite instruction we have from the 
President of the United States. 

Now, we do not believe that we have made any estimate and I do not 
think we can at this time, as to any estimated projects which could be 
handled through this mechanism in the coming fiscal year, and we have 
assumed that there will be no such commodities, except for activities 
over and above those which we are asking funds for. 

Now, if a country gets residual economic benefits for the sale of 
surplus commodities under this program, over and above the aid which 
the United States has planned for them, this is a matter which would 
be apart from the fund we are requesting, sir, and we have not cal- 
culated any specific amount for reimbursement, although we will be 
recuired to do so, and we may in fact do so during the year. 

I would urge that the committee take into account the President’s in- 
struction to all executive agencies, and we will, of course, be reporting 
the results as the year goes along. 

Mr. Vorys. As I understand it, Public Law 480 requires reimburse- 
ment of Commodity Credit for everything that is used. Am I right or 
wrong ¢ 

Mr. Burmetster. If there is an appropriation item for that purpose. 

Mr. Vorys. What? 

Mr. Burmetster. Do you mean for Commodity Credit losses ? 

Mr. Vorys. Yes. 

Mr. Burmetster. Yes, that is right. 

Section 105 of Public Law 480 requires reimbursement to Com- 
modity Credit for any appropriated uses, for which there is an 
appropriation. 


Mr. Vorys. Section 103 says: 


There is hereby authorized to be appropriated such sums as would be equal 
to the Corporation’s investment in commodities made available for support under 
this title and title II— 
that is for support— 
and all costs. 


Now, when you say “nonreimbursable—” “other nonreimbursable 
uses.” do you mean Commodity Credit will not be reimbursed under 
Public Law 480 ? 

Mr. Burmeister. Commodity Credit will be reimbursed but not 
from funds appropriated for programs of other agencies. It will be 
reimbursed by a special appropriation to the Commodity Credit Cor- 
poration. The limit on such reimbursements is $700 million. 

In other words, as I understand Public Law 480, Congress said, 
“You may lose a net of $700 million on these commodities.” That is, 
“use $700 million worth of commodity costs, to sell to these countries 
under agreement for given purposes, accept currencies, and use these 
currencies for these purposes.” 

Now we are talking about two different reimbursements, here. 
Under this reimbursement on page 13, here “Reimbursable for United 
States use,” these are reimbursements from other agencies or other 
programs, for which Congress had made an appropriation. For the 
“nonreimbursable” items, that is, those not reimbursed by other agen- 
cies, the Commodity Credit Corporation may be reimbursed by funds 
reappropriated for that purpose by the Congress. 
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Mr. Vorys. Now I am just talking about $197,850,000 for procure- 
ment of military equipment and loans for multilateral trade and eco- 
nomic development, presented to this committee as part of the foreign 
aid program of 1956, and insofar as I am concerned, I would be glad 
to have that be what Mr. Burleson referred to earlier, a contribution 
to the foreign aid program, of commodities for which the taxpayers 
have already paid, and have it, therefore, charged to the Commodity 
Credit Corporation—have them reimbursed by the way they get reim- 
bursed, rather than to pretend that that is a foreign-aid proposition, 
and have the appropriation for foreign aid be in actuality a second 
payment by the United States for these erops. 

That is all I have in mind. 

Mr. Burieson. Will the gentleman yield ? 

Mr. Vorys. Lamsure Mr. Burleson would join me in that. 

Chairman Ricuarps. Mr. Vorys, now you have stated your position. 
Let us now hear the witness. 

Mr. Vorys. Lhavestated Mr. Burleson’s position. 

Chairman Ricuarps. He can speak to that. 

Mr. Breacnu. Speaking for the Commodity Credit Corporation, the 
method in which that would be handled is this: To the extent Com- 
modity Credit Corporation gets foreign currencies for section 480 
transactions and is reimbursed from FOA, or Army, or any other 
Federal agency that utilizes foreign currencies, out of their own appro- 
priations—in other words, these agencies buy from their own funds 
the foreign currency from the United States Treasury and those funds 
go to reimburse CCC—we are reimbursed for our losses under Public 
Law 480. Any losses not so reimbursed from foreign currencies are 
to be included in the budget estimates for the Commodity Credit Cor- 
poration and presented to the Congress, as a cost of Public Law 480. 
We set up a receivable on the books of the Commodity Credit Corpora- 
tion and at the end of each budget year will proceed with the requests 
for reimbursement. 

Mr. Vorys. That is fine. That is where I want it, as a domestic price 
support measure, under the sections 103 and 480. 

If it is left out of this bill and put in there, it will show the Con- 
gress and the public the source of the funds. 

Mr. Breacu. I think I need to make one other thing clear: To the 
extent foreign currencies are used by FOA, or the Army, or any other 
Federal agency, CCC is reimbursed from their appropriations, and 
they presumably have considered those requirements in their budget 
request. Itis no reduction from their budget request. 

Mr. Vorys. That is a matter that Congress will consider. 

Thank you. 

Mr. Burzeson. Mr. Chairman 

Chairman Rrewarps. Mr. Burleson 

Mr. Burreson. The only way to cure the thing Mr. Vorys is talking 
about is to transfer FOA to the Department of Agriculture. Then it 
would be made simple. I don’t like your using the word—I don't 
mean to be critical—the word “loss.” When you talk about losses. 
you are not talking about a physical loss. It is a “cost.” 

Mr. Beacu. Yes, cost. 

Mr. Burteson. That is a much better word and I believe you will 
agree in the position that you are in, that you would term it cost, in- 
stead of loss, because you are not losing a thing. 
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Mr. Breacu. I was speaking of it in the profit and loss sense. 
Mr. Vorys. He was speaking of it in a taxpayer’s sense. 
Mr. Burteson. No, that is the point. We are taking it out of one 
pocket and putting it in another because we are not selling these things 
below cost. 

Mr. Beacu. I think you are correct in saying “cost,” to the United 
States Government, but so far as Commodity Credit Corporation is 
concerned, it has a certain investment in these commodities of which 
it does not clear 100 percent. The difference is what we consider a loss 
on the profit and loss statement of the corporation, as an entity. 

Mr. Burueson. I know what you mean, but in print, I don’t know 
whether it looks that way or not. 

If you are willing to take FOA and its administration, I think it 
ought to be moved over there. I think that would remove the situation, 
Mr. Chairman. 

Chairman Ricwarps. Mr. Paul, do you prefer putting FOA under 
the Department of Agriculture ? 

Mr. Pau. I imagine the President considered that along with other 
alternatives. 

Chairman Ricuarps. We have one more witness this morning but 
we may call you back, here. 

Mr. Burmetster. I will do that. 

Chairman Ricwarps. We have been very much interested in your 
statement. 

The next witness will be Mr. Christian A. Herter, Jr., General 
Counsel, FOA. 

The committee will go into executive session, now, and the rest of 
the witnesses we have heard this morning are excused for the time 
being. 

(Whereupon, at 12:30 p. m., the committee proceeded in executive 
session. ) 

Chairman Ricuarps. We are now in executive session and the com- 
mittee will come to order. 

The witness will be Mr. Christian A. Herter, Jr., General Counsel, 
Foreign Operations Administration. 


STATEMENT OF CHRISTIAN A. HERTER, JR., GENERAL COUNSEL, 
FOREIGN OPERATIONS ADMINISTRATION, ACCOMPANIED BY 
NORMAN S. PAUL, DEPUTY DIRECTOR FOR CONGRESSIONAL RE- 
LATIONS, FOREIGN OPERATIONS ADMINISTRATION 


Mrs. Botron. Mr. Chairman, before we do anything, may I say this, 
that although the witness is from Massachusetts and does not come 
from Ohio, he has a good background in Government experience, good 
training, and he is appointed to a job where he is doing exceedingly 
well, 

[ said that of the gentleman yesterday and I am happy to repeat it, 
now, 

Chairman Ricuarps. I see a marked resemblance to a former dis- 
tinguished member of this committee. 

I hope you are as good a man as your daddy was. 

We have Mr. Christian A. Herter, Jr., General Counsel of FOA, in 
executive session on some legislative matters you wanted to take up. 
63245—55—45 
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Mr. Herrer. Thank you, very much, Mr. Chairman. I appreciate 
the opportunity to speak to some of the highlights of the legislation, 
some things we wanted to mention before the committee went into 
the markup, and we appreciate very much your giving us the oppor- 
tunity to do this. 

Mr. Vorys. High points and low points. 

Mr. Herrer. And low points. 

I would like to divide my remarks into three sections : those amend- 
ments that are in the bill presently before you, the Senate bill S. 2090, 
amendments which were inserted by the Senate, either in committee 
or on the floor of the Senate, which the executive branch is opposed to, 
and I would like to explain why. 

Then, I would like to talk very briefly about 2 or 3 new amend- 
ments that the executive branch has that it would like to bring before 
the committee before it goes into the actual taking up of the legisla- 
tion, and then, finally, just to emphasize 2 or 3 amendments that are 
already in the bill that we would like to highlight for particular 
emphasis. 

I think my formal presentation more than anything else is in the 
section-by-section analysis which the committee has before it. 

Chairman Ricnarps. You may proceed. 

Mr. Herrer. I would like to go over them quickly, sir, because I 
know you are short on time. Most of the reasons are expressed already 
in the section-by-section analysis. 

The first amendment is the amendment on marine insurance which 
was inserted by the Senate. 

In the section-by-section analysis, it is on page 13. 

Mr. Vorys. We got a big basket of telegrams about this amendment. 

Mr. Herter. This amendment in essence would provide, in connec- 
tion with marine insurance on all shipments of commodities financed 
under the mutual security program that the United States would pay 
the dollar cost of the insurance, except in two cases—either if it is 
placed on a competitive basis or, in the event any country discriminates 
against the United States insurance industry, it will then be placed 
exclusively with the American marine insurances companies. 

The executive branch is opposed to this for a number of reasons, 
the first of which is that at the present time we have a regulation which 
provides that where requested to do so by a participating country, we 
will supply the dollar cost of marine insurance. 

Secondly, the executive branch feels very strongly—and this has 
always been the basic rationale behind the mutual security program— 
that we provide aid on a cooperative basis and only where the country 
actually requests it. 

In this instance, we are in effect directed by this amendment to 
subsidize the cost of insurance, whether the participating country 
wants us to pay for it, whether they have requested us to do so, and 
whether it is their desire to have us pay for this insurance. 

Under the terms of the amendment as presently drafted, we feel 
that the practical application of it is that we will be in fact financing 
marine insurance for all shipments out of the United States, and that 
this is just an additional burden on the aid program that is not con- 
templated as aid and that has not been requested. 
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Where it is requested, we already provide for it. There are not the 
reasons with respect to this particular type of assistance, which govern 
the 50-50 legislation, for example, the cargo-preference legislation, 
where, in the interests of keeping a merchant marine strong, we do 
provide that 50 percent of commodities go into United States bottoms. 

In this case we just do not see that there is any basic reason to, 
in effect, provide a subsidy for the United States marine insurance 
industry, which is what it amounts to. 

I think that is all I would mention on this particular amendment 
at the moment. 

Mr. Vorys. You are aware, Mr. Herter, that we subsidize the Amer- 
ican merchant marine and the American farmer in this program. Do 
you not think we ought to kind of take care of the insurance people, 
too? 

You do not need to answer that. 

Mr. Herrer. I think we probably would sir. Already the com- 
mittee has heard considerable testimony on the amendment put in by 
the Senate raising the requirement for surplus agricultural commodi- 
ties for fiscal year 1956, to $300 million. 

Chairman Ricwarps. You are against that ? 

Mr. Herter. We would like to ask the committee to adopt the lan- 
guage we originally had which was a cumulative figure for 2 years 
of $600 million, simply because we just do not think we are going 
to be able to make as much as $300 million in fiscal year 1956. 

As you know, the legislation does provide for the President’s Fund 
for Asian Economic Development. 

The Senate Foreign Relations Committee made three changes, 
fundamentally, in the original language. The first was to set a limit 
on the time in which funds could be obligated to June 30, 1958. 

The second was to require that 50 percent of this assistance be on 
a loan basis; and 

Third, that not more than 25 percent of the fund go to any one 
country. 

The executive branch is willing to accept the last two amendments. 
We would, however, like to say that we would much prefer to have the 
funds provided on a no-year basis, rather than with a definite limita- 
tion. 

Chairman Ricuarps. Those last two amendments the executive de- 
partment is willing to accept ‘ 

Mr. Herter. The 50-percent provision, sir, on loans. 

Chairman Ricuarns. You are willing to accept that 

Mr. Herrer. The 50-precent provision the executive branch has no 
objection to, and the 25-percent limitation on assistance to any one 
country in Asian development. We would like, however, to voice our 
objection to the 3-year limitation on the obligation of funds, on the 
ground that the basic purpose of this Asian development fund is to con 
celve of long-term projects and to the extent that we have any time 
limitation on obligations, inevitably we move against the time limita- 
tion and are governed by the time limitation. 

his is true now with all our programs, and the tendency is to try 
to get everything obligated by the time limitation, whether or not it is 
a very wise thing to do. 
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In this particular case where the emphasis is on the long-range 
aspect, we would like to have the funds made available on a no-year 
basis, 

Mr. Vorys. Would you be willing to settle for 100-percent loans, in 
the no-year limitation ? 

Mr. Herrer. I think not, sir. I would like to check that particular 
proposal but I think probably we would rather accept a 50-percent fig- 
ure, because there are clearly some projects that it will not be possible 
to put on a loan basis. 

Mr. Paut. We did have occasion to check that before, and the feel- 
ing was that a minimum—I might emphasize, this is a minimum of 50 
percent, and that if we can put it up to larger percentages, we will cer- 
tainly do so. 

The feeling, though, is that some of the countries with greatest need 
in the area are the people least capable to repay loans. Otherwise, we 
would not be helping them. For that reason, we feel that 50 percent 
as a minimum target is all we would like to have this year if the Con- 
gress approves, and after a year’s experience it may well be that that 
loan percentage can be raised, in which case we would be more than 
happy to do so. 

Chairman Ricuarps. Go right ahead, Mr. Herter. 

Mr. Vorys. Mr. Chairman, I would like to suggest this: I think it 
would be extremely helpful for Mr. Herter to go over this when more 
people can be available. 

Chairman Ricuarps. Mr. Herter, your testimony is very important 
and I just wanted to go over it with you. We would want you avail- 
able when we write this bill and you can go into details at that time. 
Now I want the committee to go over it and get the outline, that is all. 

We have about 15 or 20 minutes and I certainly would not want to 
limit your testimony, but I know the real test of your advice will come 
later, so just summarize it. 

Mr. Vorys. One more thought, Mr. Chairman: I do not want to 
detain the committee but I thought it might be helpful to Mr. Herter 
and the presentation team if at least brief questions or comments were 
made that might alert them to the views of some of the members of 
the committee as to the proposals he is making at this time. 

Mr. Herter. That would be very helpful, sir, because then we would 
have some idea of the things that were worrying the committee. 

I will move very rapidly. ; 

Chairman Ricwarps. We will hear from you on each of these points 
later. 

Mr. Herrer. Fine, sir. The next amendment inserted by the Senate 
in the original executive branch proposal was the striking out of the 
provision in section 525 which deals with the President’s power to 
transfer the FOA. 

The original provision proposed by the executive branch permitted 
the President to disregard, in this transfer, civil-service regulations, 
insofar as personnel in excess of a GS—9 were concerned. 

The Senate put in an amendment which required the President to 
exercise his authority only in conformance with the civil-service laws 
and the Veterans Preference Act. The executive branch’s position is 
that in the interests of administrative efficiency and proper carrying 
out of the program, it would prefer the language originally proposed. 
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Chairman Ricnarps. How about the authority that the FOA used 
to have in that field ? 

Mr. Herter. I believe 2 years ago there was specific authority given, 
without regard to any kind of laws. 

Chairman Ricuarps. Was FOA operation ever under civil service ? 

Mr. Herter. They are under civil service, now. 

Chairman Ricuarps. How long have you been under civil service ? 

Mr. Herrer. Since the beginning of the program, since FOA was 
set up. 

Chairman Ricwarps. That is a hot political question down here on 
the floor, you know, and I just wanted to answer and say that you 
did so-and-so heretofore, and the powers that Hoffman had, and 
Harriman had, and so forth. 

Although many want to make this a political question and political 
elements will come into it, we want to do what is best to make this an 
eflicient working operation. At the same time you have to take into 
consideration the practical aspects of the thing. 

Mr. Herter. That is right, sir. 

Chairman RicwHarps. There have been complaints that political 
considerations have entered into employments, in both this administra- 
tion and the last administration. 

Mr. Herter. I would just like to point out in connection with this 
particular amendment proposed, that the power would have to be 
exercised by December 31, 1955, and secondly that the veterans prefer- 
ence laws are not exempted. In other words, the veterans preference 
laws would apply, in this instance. 

Mr. Vorys. Could I make a comment, Mr. Herter / 

Mr. Herter. Yes, sir. 

Mr. Vorys. I think at least in this committee there would be no 
disposition to make this transfer the occasion for creating a haven 
for deserving Republicans or for deserving Democrats. 

Mr. Herter. I am sure this is true. 

Mr. Vorys. I do not know how it would be on the floor. We have 
a pretty good record in this committee along that line. We gave 
rather sweeping authority in previous years for all this and I hope 
the executive branch will suggest language which would by law simply 
insure two things: that this is not a political haven for anybody, 
either Republicans or Democrats, for incompetents to either get in or 
stay in, Republicans or Democrats. And I further would suggest that 
you check to see whether it would be helpful to make any changes in 
the Foreign Service Act, in this regard. We made an allowance in 
the Foreign Service Act for transition. I myself thought it was too 
small. The chairman got considerable reassurance that it was sufh- 
cient. At least I would like to have an executive statement as to the 
status of that. 

We are quite familiar with the system under which people are put 
into the Foreign Service. It is my idea that many who are now serv- 
ing in FOA—many more than can be accommodated under the pres- 
ent law—would be available there, where a career could be created for 
them, and that that would be helpful, at this time. 

Chairman Ricuarps. Mr. Williams—— 

Mr. WiiuraMs. One brief comment, Mr. Chairman: There was very 
little testimony on this section, on the part of the representatives who 
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have come before us. Representatives of the executive department did 
not make a vigorous fight to hold the provision as it is in our House 
bill. 

There was one statement by one of the representatives that it is an- 
ticipated that there will be very few changes. 

Mr. Herrer. That is correct. 

Mr. Witu1ams. Therefore, it seems to me it cannot be very impor- 
tant to the executive branch, and I wonder as a practical matter 
whether the Executive would not change its attitude and not take the 
risk of a floor fight for something that is not very important to it. 

Mr. Herrer. Congressman Williams, all I can say on that is that 
the executive branch’s position officially is that it prefers the original 
language. 

Mr. Witurams. But there are very few changes contemplated, I 
take it, in the immediate future. 

Mr. Herrer. That is correct, and as you yourself know, the pro- 
visions of section 1005 of the Foreign Service Act apply to all our 
personnel overseas. It provides that there will be no discrimination 
on account of political affiliation. 

Mr. Vorys. I want to call your attention or the committee’s atten- 
tion to the Mutual Security Act of 1951, the last part of which was 
really the Ribicoff amendment. It provided for a screening so as to 
“reduce personnel,” and the Director was ordered to cause studies to 
be made to see whether further reductions are feasible and consistent. 

After July 1, 1953, three categories were put into a special classi- 
fication, under paragraph 2 of the act. 

Now, the idea which originated in this committee, under a Demo- 
cratic administration, was, “We want to reduce personnel; we do not 
want to have to keep the program people subject to civil service. We 
want to give a free hand.” That is all that I have in mind about this 
transfer, certainly. I am hoping for some reductions in personnel 
and that some economies can result. 

We found yesterday that $2 million more is asked for administration 
than last year. That does not look very hopeful. 

I just hope we can have proposals made and this committee winds 
up with something which does not, due to political reasons, cause a 
freeze that would interfere with the sort of thing that. when the 
Democrats were in power, but by a bipartisan vote, provisions pro- 
posed by a Democrat, now the Governor of Connecticut, were adopted. 

Chairman Ricrarps. I am not going to take up any more time but 
I agree fully with Mr. Vorys, that this whole thing should be on a 
nonpartisan basis: that no emplovee should be accepted, or fired on the 
basis that he isa Democrat or Republican. 

So far as I am concerned—I have been a member of this committee 
for a good while; I have never had anybody that I have recommended 
accepted. 

Mr. Vorys. I recommended one who had the backing of the Repub- 
lean National Committee and Mr. Stassen said he was not any good. 

Chairman Ricuarps. When Mr. Harriman made a political state- 
ment I said he ought to resign. If anybody comes in here and tries 
to operate on the basis of politics, I think he ought to get out. 

Now, to get up against the realities of the situation. If we could 
work something out here that would give some guaranty of a better 
atmosphere on the whole thing, I think it would be helpful. 
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Mr. Fulton 

Mr. Fuvron. Could I make an alternative suggestion: I do not see 
any particular reason why you choose grade 9 as the cutoff point. 
Possibly you could move the grade level higher and then have wider 
discretion with fewer grades. 

Mr. Herter. Well, that is certainly a proposal that is being con- 
sidered. 

Mr. Witutams. Grade 9 is $5,500, as I recall it. 

Mr. Herter. It is about $5,000. 

Mr. Futron. That might be low, to eliminate the civil-service 
requirement. So maybe the compromise could be in a change of grade 
level, retaining what both Mr. Vorys and the chairman want, for free- 
dom in the higher echelons. 

Mr. Herter. I think the executive branch can certainly try to work 
out some kind of a picture that might be helpful to the committee. 

Mr. Vorys. You get the angle that we are approaching, I am sure. 

Mr. Herter. The last amendment that the executive branch op- 
poses is the limitation put on the unexpended-balances provision by 
the Senate, which set a ceiling of $200 million on the carryover of 
reserved and unobligated balances. 

At the time of the hearings before the Senate Foreign Affairs Com- 
mittee, it was felt that a $200 million ceiling would be ample and that 
the executive branch could work with that. However, it now develops 
that the Department of Defense, in particular, does not feel that it is 
going to be able to reserve this amount, because of the requirements of 
section 1311, of the Supplemental Appropriation Act. 

Chairman Ricuarps. You do not feel you will get down to that? 

Mr. Herter. They do not feel they will get down to that, and as a 
matter of fact the Department of Defense has some witnesses—I do not 
know whether the committee wants to hear them now—who can testify 
on what their problems have been. 

Chairman Ricnarps. What is your suggestion ? 

Mr. Herter. We would prefer as a matter of principle in connection 
with this, not to have any limitation, and for this reason: These pro- 
grams have been worked out with the Congress in advance. Presum- 
ably they are a good reflection of foreign policy, they are programs 
that have been mutually agreed on by both sides of the Government. 
And to the extent that there are specific limitations on the amount 
that you have to obligate by the end of the year, to that extent, there 
is always the great tendency to carry out the obligation of the full 
amount, whether or not it is wise to do so. Most of the programs are 
obligated but there are some programs where it is not possible to get 
down to the details where you want to make a firm and a wise obliga- 
tion. For that reason, we would prefer to have no limitation on the 
amount of unobligated funds. It is always up to the Appropriations 
Committee to decide how many unobligated funds in any case they do 
want to carry forward. 

Sir, that is all I will mention on that because of the time limitation. 

There are 2 or 3 very small new amendments that the executive 
branch would like to propose to this committee, and we will give the 
text of these, if it is agreeable with you, to the staff. They really just 
involve minor changes. At least, two of them. , rh 

Chairman Ricnarps. Substantive changes? 

Mr. Herter. Yes. I could just describe them very quickly. 








706 MUTUAL SECURITY ACT OF 1955 


Under section 121, which is the broad Southeast Asia and Western 
Pacific section to which you authorized appropriations of $700 mil- 
lion in fiseal year 1955, there is the power in the case of Laos, Cam- 
bodia, and Vietnam to waive the requirements of section 142, which are 
the requirements necessary to go into a military bilateral agreement. 
This power, where the President deems it necessary, can be waived, 
so that the same vigilant conditions that are required with normal 
military bilaterals need not—if the President so determines—be ap- 
plied to Laos, Cambodia, and Vietnam. 

We would like very much to be able to continue that discretionary 
power in the President, just because of the difficulty of the programs 
there; because of the fact that some problems may arise in connection 
with the terms of the Geneva settlement, and so forth. 

Chairman Ricuarps. You are not talking about a Senate amend- 
ment ? 

Mr. Herrer. No, sir. This is just an addition to the bill, which is 


not actually in the bill, that we would just like to flag at the present 
time. 


Mr. Vorys. Is that not in existing law ? 

Mr. Herrer. The difficulty is now, Representative Vorys, that under 
section 121, we are not asking for any new funds, and section 121 
says, “assistance”—if you can see in this book down the middle of page 
122, “assistance under this section shall be available.” We just want 
to change that word “section,” to “title.” 

A second amendment is another very small change which was ac- 
tually an oversight on the part of the executive branch in connection 
with direct-forces support. As you know, Defense Department is go- 
ing to administer direct-forces support. Administrative expenses for 
military assistance are provided for in section 103. We just wanted 
to be sure to amend the language to include the administrative ex- 
penses for direct-forces support, as well as for title I, chapter 1. 

Chairman Ricwarps. By Defense ? 

Mr. Herrer. Yes. 

Chairman Ricwarps. I thought the general authority would give 
you that, anyway. 

Mr. Herter. In this particular instance, Defense must pay its ad- 
ministrative expenses. 

Chairman Ricuarps. What is the next one? 

Mr. Herter. The next one is the question of this bill to continue 
the exemption for household and personal effects that are brought into 
this country, which is a separate piece of legislation which under the 
current terms of the statute will expire as of June 30 this year. A\l- 
ready an amendment has been introduced in the House Ways and 
Means Committee, and it has been substantially revised, and just to 
be sure that this particular legislation is passed, we wanted to put it 
in this act as well. 

We had this legislation in the bill we proposed to the Senate, not 
knowing which branch we would go before first. The Senate said a 
point of order would arise, that this is basically a revenue measure, 
and we took it out. We now wish to reinsert it in the section approved 
by House Ways and Means, in this legislation. If it develops the bill 
goes through on the floor of the House there is no need for it in this 
act but to be doubly sure we would like to put it in. 
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The last thing, sir, I think I would like to comment on—I know 
this is a matter of concern to Congressman Adair—and that is the 
so-called Capehart amendment. 

Mr. Apair. That is correct, Mr. Chairman. I asked for the atti- 
tude of the executive department upon that. 

Mr. Herrer. The Capehart amendment, as it was originally intro- 
duced in the Senate Foreign Relations Committee but was not adopted 
by the committee, would provide that under our investment-guaranty 
program where we provide guaranties against both inconvertibility 
and expropriation we issue quantities for essentially export transac- 
tions involving the sale abroad of agricultural, forestry, and mineral 
products. In other words, at the present time our investment-guar- 
anty program is confined to investments which have the purpose of 
developing the economy of the country. If a United States firm goes 
into a foreign country to build a manufacturing plant, or to engage 
in some activity which would expand and deve slop the economy of ‘that 
country, we are empowered to provide in a sense insurance against ex- 
propriation and inconvertibility. 

The Capehart amendment would extend this authority to export 
transactions of surplus agricultural commodities, forestry, and min- 
eral products. The executive branch is opposed to this amendment. 

Chairman Ricuarps. I do not know what Mr. Vorys is going to do 
on that. 

Mr. Herrer. Traditionally, our program deals with productive in- 
vestment rather than straight export transactions. The Export-Im- 
port Bank has the authority to do that now. 

Mr. Vorys. That is what I was going to say. 

Mr. Herter. We do not feel it is properly a subject of the Foreign 
Operations Administration, 

Mr. Apartr. Mr. Chairman, I wonder if Mr. Herter would comment 
upon the fact—and I quite agree with him that the Export-Import 
Bank does have the authority to do this—would you further comment 
upon whether or not, to your knowledge, they have exercised that 
authority { y 

Mr. Herrer. I assume that they have, but I do not honestly know 
the answer to this, Congressman Adair. 

Mr. Aparr. I do not either. 

It was my impression from the study I have been able to make of 
this, that they have not gone into it in any great amount. 

Chairman Ricuarps. W hy can’t we get ‘that information ? 

Mr. Herrer. I think we can. 

Chairman Ricuarps. Will you supply that for the record ? 

Mr. Herter. Yes; we can find out precisely how much in this field 
the Export-Import Bank has done. 

Mr. Aparr. I would appreciate that. 

(The information requested appears on p. 798.) 

Mr. Vorys. If you can get guaranty legislation in bills that go be- 
fore the Banking and Currency Committee you are in like Flynn, but 
anything that will make this guaranty effective will run into trouble 
in the Senate Foreign Relations Committee. We have marched up the 
re and down, year after year, and I do not wonder that Senator 

Capehart had a problem. His is different. But if it is in the law 
and I am sure it is, because I brought in that Export-Import Bank 
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law last year to our conference, where Congress has already provided 
a far wider guaranty in general than we propose here, but the Senate 
Foreign Relations Committee, when you get into conference, they are 
dead against making this guaranty work. 

Mr. Apatr. I ought to say for the benefit of the committee that the 
group which seems to be most concerned about this at the present time 
are some coal exporters. At least they are the ones doing most of the 
talking about it. It has one further aspect, too. It would increase the 
fund for guaranty from $200 million to $300 million, which is another 
consideration that the committee ought to have in mind. 

Mr. Vorys. I am in favor of that. 

Mr. Herrer. In any case, the reason we are opposed to this is that 
basically this is the Export-Import Bank’s field and not our tradi- 
tional field. 

Mr. Aparr. And if we could have that further information, if it 
would be possible for you to get it, Mr. Chairman, I think it would be 
helpful. 

I have an open mind on this thing, yet. I am seeking information, 
myself. 

Chairman Ricwarps. I am requesting that Mr. Herter see that 
information is given for the record. 

Now, Mr. Herter, those were the amendments. 

Mr. Herrer. Those are the main points I would like to stress. 

Chairman Ricnarps. We will want your advice on this from time 
to time, if you will keep yourself available next week when we give 
consideration to writing up the bill. 

The committee stands adjourned until 2 o’clock this afternoon and 
we have several witnesses we will try to finish up this afternoon. 

Mr. Furron. Mr. Chairman, there was one other amendment that 
was put in the bill last year, actually under the sponsorship of some 
of us on the committee, and that was on the screening of the offshore 
program against surplus labor districts in the United States. I 
understand that language has been dropped. 

Mr. Herrer. That is correct, Representative Fulton. 

The Department of Defense, as you will recall 

Mr. Furron. Could you give us a statement on it later? Not now. 

Mr. Herrer. We have it in the section-by-section paper on why the 
Executive feels very strongly on dropping the conditions on offshore 
procurement of military end items and military goods. 

(Whereupon, at 1:10 p. m., the committee adjourned to reconvene 
at 2 p.m. the same day.) 





AFTERNOON SESSION 


The committee met, pursuant to call, in room G-3, United States 
Capitol, at 2:47 p. m., Hon. James P. Richards (chairman) presid- 
ing. 

Chairman Ricwarps. The committee will come to order, please. 
Our next witness is our colleague, Hon. Michael A. Feighan of Ohio. 
We are certainly delighted to have you here. We will be glad to hear 
from you at this point. 
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STATEMENT OF HON. MICHAEL A. FEIGHAN, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF OHIO 


Mr. Feieuan. Mr. Chairman and members of the committee, I 
appreciate the opportunity to appear before the committee to present 
by views on economic or military aid to Tito. As you know, I have 
opposed publicly the policy of giving any type of aid to Tito and that 
is the position I want to explain here tod: ay. 

Nearly 11 months ago, on July 27 last year, when the appropriation 
for the mutual security program was considered on the floor of the 
House I offered the following amendment : 

On page 3, line 2, after “70,000,000”, strike out the semicolon, insert 
a comma ‘and the following: 

Provided, That no part of these funds shall be used for or on behalf of Yugo- 
slavia. 

Here are the reasons I gave, at that time, in support of my amend- 
ment: First, Tito has never really broken with his Russian-Com- 
munist friends. As a matter of fact, keen students of the Yugoslav 
problem question whether the present dictator of Yugoslavia is really 
Josip Broz. It is quite possible that the present-day Tito is just 
another Russian boy trying to make good in a big way for his mentors 
in the Kremlin. 

Second, present-day Yugoslavia under Tito will never fight on the 
side of the United States in the event of a conflict with the Russian 
Communists. In the event of war, the Yugoslav people, under Tito, 
will move in 1 of 2 directions. The most likely is that they will take 
advantage of war to liquidate Tito and all his followers, thus causing 
widespread internal revolution. The second possibility is that the 
people of Yugoslavia, the Croats, the Serbs, the Slovenes, and the 
Montenegrans, will be forced to fight against the West with Russian 
machineguns at their back. 

Third, the present-day Tito under the cover of “national commu- 
nism” has been able to penetrate important segments of the organized 
defense community of the free world which has been created to pre- 
vent further Communist aggression. ‘The North Atlantic Treaty Or- 
ganization has been publicized as the symbol of western unity against 
atheistic communism. Tito’s Yugoslavia would not be eligible for 
admission into NATO because admitting Tito to NATO would im- 
mediately destroy the symbolism which has been built up. So to pre- 
vent this question from being raised, the Department of State took 
the initiative in creating a small] entente with our gallant and proven 
allies, Turkey and Greece, being put in the same bed with Tito which 
opens a special back door for Tito into the NATO community. The 
false cover of national communism also permits Tito to place his 
agents in many strategic positions and in general permits him the 
opportunity to carry out an intense ¢ ampaign of “neutralizing” the 
free world so that it will be paralyzed in the event the Russian Com 
munists make a sneak attack on the United States. 

Fourth, Tito has never proven that he is a steadfast friend of the 
West. Unfortunately, we have never put him to any real test to de- 
termine where he stands on the critical issue of the United States 
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against Russian communism. In the hysteria created by some of our 
striped-pants negotiators, we have deserted some of our best friends 
and strangely have now accepted as our supposed friends, proven ad- 
vocates of world socialism. I suppose it is impolite to remind the 
Members of Congress that Marshal Tito has just reestablished diplo- 
matic relations with Moscow and that it is common gossip along the 
highways and byways of Europe that the relationship between the 
Russian Communists and Tito Communists has always been on a most 
friendly and cordial basis. 

Fifth, in any case, the people of Yugoslavia under the Tito brand 
of communism, will never be united behind anything Tito stands for. 
As a good example of my point, let us look at what Tito’s brand of 
communism has done to the traditional food-producing capacity of the 
people of Yugoslavia. Before World War II Yugoslavia was a sur- 
plus food area of Europe, always in a position to export millions of 
dollars worth of food each year. Today, under Tito, the enslaved 
people of Yugoslavia, the Croats, the Serbs, the Slovenes, the Monte- 
negrins, are hungry. The United States has been required on at least 
two occasions to bail Tito out and to keep him in power by sending 
some of our surplus agricultural commodities to Yugoslavia in order 
to prevent open rebellion against Tito’s regime. 

Sixth, there is the practical possibility that the arms and other stra- 
tegic material which we make available to Tito may later find their way 
behind the Iron Curtain, where the Communist stooges of the Kremlin 
who are responsible for the enslavement of those once free nations, 
will store these arms and other important strategic materials for future 
aggressions against the free world. I am certain that a real investi- 
gation of this matter would reveal some startling evidence. 

Mr. Chairman, from my investigation I feel 1t would be well if a 
committee of this Congress were established to investigate the situa- 
tion obtaining with reference to Yugoslavia. I am firmly convinced 
that such investigation would substantiate in full the observations I 
have presented to you very briefly. 

I then asked that a committee of Congress investigate the charges 
I made against giving any aid to Tito because I was confident they 
would be fully substantiated. I now respectfully recommend that 
before we go any further with any type of aid to Tito that the Foreign 
Affairs Committee make such an investigation and that such investi- 
gation include a complete inspection of all military forces and bases 
and installations as well as roads and railroads in Yugoslavia. 

In the intervening period of not quite 11 months here are some of 
the events which have happened to give added accuracy to my position. 

1. The Russian-Communist leaders Khrushchev and Bulganin vis- 
ited their buddy Tito only last month. Some may call this little more 
than a part of the Russian diplomatic campaign to isolate the United 
States. But on the facts this was clearly a public demonstration of 
the unbroken bond between Tito and the Russians. 

It is most significant that when the love feast came to an end the 
joint communique held these demands to be common both to Tito and 
the Russian Communists. 

(a) That Red China be admitted to the United Nations. 

(6) That the use of nuclear weapons be outlawed and permanently 
banned—under the infamous Russian formula. 
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Now, examining these two demands we immediately see that they 
are directly opposed to the basic foreign policy position of the United 
States. Any schoolchild knows that our superiority in nuclear 
weapons and our certain capability to deliver them has been the only 
practical deterrent to Russia occupying all of the Eurasian Continent. 
Now Tito wants to take from us the only sure means we have of pre- 
venting world war III or worse still preparing the way for our abject 
surrender to the Russian despots. 

As to Red China—who can ever forget the treacherous part shé 
played in the Korean war, how she now holds so many of our citizens 
in dungeons without cause and how she has been beating the drums of 
war and further aggression in South Asia. But Tito sees no evil in 
this—he wants Red China admitted to the U. N. in order to legalize a 
criminal regime, give the Russians another vote in the Security Coun- 
cil, cause us to desert more of our friends and thereby generally ad- 
vance their objective of Communist world domain. 

Chairman Ricuarps. Do you want to bar all the nations that want 
Red China permitted to enter the United Nations? 

Mr. Fereuan. I would take each nation as a separate entity. 

Chairman RicHarps. You are talking about Mr. Tito? 

Mr. FrigHan. Yes. He wants Red China admitted to the U. N. 
in order to legalize a criminal regime, give the Russians another vote 
in the Security Council, cause us to desert more of our friends and 
thereby generally advance their objective of Communist world domain. 

2. It is also significant that the agreement signed by the Russian 
Communists and Tito contains a section on the exchange of popula- 
tions. This agreement calls for the repatriation of all Russians living 
in Yugoslavia—and this includes Russians who left Russia after the 
1918 Revolution and have been legal residents of Yugoslavia. It also 
includes people who elected to remain in Yugoslavia after the so-called 
Cominform split of 1948—the ones who opposed the Cominform— 
you can guess what will happen to them. 

Similarly, there are Yugoslav Communists living in the U.S. S. R. 
Those are the ones who stayed with Moscow when the so-called Comin- 
form break was made by Tito in 1948. They are 100 percent pro- 
Russian and 100 percent anti-American. These people will return 
to Yugoslavia to help ease world tensions and to tighten the chains 
of slavery on the good people of Yugoslavia. 

The agreement does not specify that this exchange of population 
will be voluntary. That means it will be foreed—in typical Com- 
munist fashion. 

It is also interesting to recall that before Krushchev and Bulganin 
arrived in Belgrade the Russian secret police arrived well in advance 
and made a roundup of about 160 people and had them put in jail. 
The Russian secret police provided a list and required that all the 
people on that list be put behind bars. ‘Tito, of course, promptly com- 
plied with this request. What sort of independence of action does this 
indicate ? 

3. On the subject of neutralizing the enemies of Moscow, which 1 
charged Tito with being dedicated to, it is important to note that Mos- 
cow recently called for a campaign to neutralize all the countries on 
the borders of the Russian-Communist empire. In particular: A 
neutralized Austria, Germany, Turkey, Greece, India, Indonesia, and 
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Japan. That, my friends, is known as the global strategy of neutral- 
ism. It intends to create a neutral belt between Moscow and what 
is left of the free world. That neutral belt will be most fertile soil for 
the Trojan-horse methods of Moscow. It will be only a matter of a 
few years before the so-called neutral belt is firmly attached to the 
ever-expanding Russian-Communist empire. 

4. Tito is the main cog in the Russian geopolitical strategy of creat- 
ing a global neutral belt around their empire. Right after their visit 
to Belgrade the Russians visited Hungary and Rumania and publicly 
announced their plan to establish better relations with Turkey and 
Greece. This means they are going to go all out to neutralize them. 
In this maneuver Tito is their key. Recall that there is a small alliance 
between Greece, Turkey, and Yugoslavia created largely on the initia- 
tive of the State Department of the United States. 

5. Lalso would like to draw attention toa peculiar situation in which 
our proven allies Turkey and Greece must allow complete inspection 
of our military and economic aid programs. I say it is peculiar because 
we do not get the same quid pro quo from Tito. Turkey provided 
over 40,000 men for the fight for freedom in Korea and Greece con- 
tributed proportionately of her best trained soldiers. We will never 
forget how they fought side by side with our sons in that Moscow- 
created war. Tito sat on the sidelines for that one. 

Now by comparison we are treating Turkey and Greece with sus- 
picion and at the same time have embraced Tito as a proven and stanch 
friend. Don’t misunderstand my point, I am in favor of complete 
inspection powers over all forms of military and economic aid we give. 
My point is why do we excuse Tito from complete inspection over our 
aid and then demand it for our stanch and proven friends? The 
committee would do well to get an answer to that question. 

I strongly recommend that before we authorize any additional aid 
of any type for Tito’s Yugoslavia, this committee make an on-the-spot 
investigation, in accordance with our need to see everything in Yugo- 
slavia pertinent to military defense. The grave doubt which exists 
in the minds of some of those who have come before the committee 
to support this aid would clearly commend such a course as reasonable. 

In my considered judgment, the security of the people of the United 
States demands such a safeguard. 

Mr. Chairman, I have with me a letter which has been sent to all 
Members of the 84th Congress, which sets forth the answers of six 
people to the question by the Inquiring Photographer of the New 
York Daily News, in which the question is asked: How far can Tito 
be trusted? I would like to submit that to the committee for any con- 
sideration they would like. I personally would like to see it printed. 

Chairman Ricuarps. We have a sort of rule about that kind of thing 
being put in the record if it doesn’t come from a department. If you 
want to leave it, we will have it in the committee files. 

Mr. Feienan. If I may,I will submit it. 

Chairman Ricwarps. Thank you very much. Does that complete 
your statement ? 

Mr. Fereuan. Yes. 

Chairman Ricnarps. Thank you very much, Mr. Feighan, for com- 


ing and testifying. Am I to understand that you have a very low 
opinion of the reliability of Mr. Tito? 




















; 
; 
4 


Paes Re 





MUTUAL SECURITY ACT OF 1955 713 


Mr. Friauan. Absolutely. I really feel with all sincerity that if a 
subcommittee of the Foreign Affairs Committee would go over to 
Yugoslavia, accompanied by a staff of well-trained investigators, and 
there to make a simultaneous inspection of all the military forces and 
bases and installations as well as roads and railroads in Yugoslavia, the 
evidence that would result would certainly substantiate the belief I 
have. I doubt very much Tito would permit such an open inspection, 
but I repeat such an inspection would not be feared by any true ally 
of the United States. 

Chairman Ricwarps. Are there any questions? Thank you very 
much. We appreciate your coming over. 

Mr. Feiaquan. Thank you very much, Mr. Chairman, and members 
of the committee. 

Mr. Vorys. You say, have we any questions. We have been putting 
questions such as you suggest to responsible officials who have been in 
Yugoslavia. We are studying the matter that you mention in your 
statement. 

Mr. FrigHan. Then I assume that you probably have a complete 
analysis of the situation pertaining to all installations, military and 
otherwise, including the roads, railroads, all throughout Yugo- 
slavia ? 

Mr. Vorys. I told you what our questions were. The answers were 
i executive session. 

Mr. Zasvocki. I think we ought to assure our colleague that we of 
the committee are deeply concerned about a thorough and complete 
inspection of our aid to Yugoslavia, and every attempt will be made to 
sce if we can learn just exactly how they are used. 

The committee was advised that the situation has improved. 

Mr. Fereuan. Did I understand you correctly to say that efforts are 
being made to improve the knowledge ¢ 

Mr. Zasiocki. Yes. 

Mr. Friguan. The obvious conclusion is that the committee does not 
know, and therefore I say, “Send the members of this committee over 
there.” They will have an on-the-spot check so they can come back 
here as representatives of the people and pass on legislation with ref- 
erence to our national security. 

Mr. Zans.ocki. I am sure that you know if a committee were sent, it 
could not get back in time to report before the consideration on the bill 
at this session of Congress. 

Mr. Frighan. I would be very much in favor of that, because I don’t 
think you should make any appropriation to Tito’s Yugoslavia until 
you do have that complete confidence, as some of you may express, in 
the fact that Tito is not a Russian stooge. 

Mr. Zastockt. it may be of interest to the gentleman that we do not 
have definite information as to how some of our aid is being used in 
Spain. Would you therefore be in opposition to giving aid to Spain 
just because we can’t furnish Congress an item-by-item statement of 
how it is used? 

Mr. FrigHan. What you can do is ascertain by inspection just | 
the military or economic aid is being utilized. . 

Mr. Zastockt. This committee is unable to do that in Spain. 

Mr. Fricuan. I think you should be able to. In any country in 
which we are giving aid, we should have carte blanche authority to 
see where it goes. , 
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Mr. Zasiockt. If this Congress does not have such inspection, and 
we do not in many recipient countries, including England and Spain, 
you would be in opposition to giving aid to those countries? 

Mr. FricHan. You are confusing England and Spain, which are 
non-Communist countries, with a Communist occupied and controlled 
country. ‘Tito and the small group around him have the people of 
Yugoslavia in chains. Moreover, Tito is an integral part of the 
international Communist conspiracy. So you are not talking about 
nations that are the same, so far as the security of the United States 
is concerned. 

Mr. Zasvtockt. The principle is the same. 

Mr. FrigHaN. The principle of complete inspection is what I am 
for in every country. The principle of complete inspection should 
be the same in each and every country. However, it is not the same 
in principle to give aid to Great Britain as it is to give aid to Tito’s 
Yugoslavia. I believe that giving aid to Tito’s Yugoslavia does 
violence to the principle of giving aid to our proven allies of which 
Great Britain is one. 

Mr. Zaxniockt. I think there are many of us who are sympathetic 
with your views. 

Chairman Ricwarps. I think what Mr. Zablocki meant in his first 
remark was that there is evidence before this committee that the inspec- 
tion picture was getting better instead of worse. 

Our next witness will be Mr. Reuben Johnson, who will speak for 
Mr. James G. Patton, president, National Farmers Union. 


STATEMENT OF REUBEN JOHNSON, ASSISTANT COORDINATOR OF 
LEGISLATIVE SERVICES, NATIONAL FARMERS UNION 


Mr. Jounson. Mr. Chairman and members of the committee: My 
name is Reuben Johnson. I am representing Mr. James G. Patton, 
who is the president of National Farmers Union. My title is assistant 
coordinator of legislative services. 

The president of National Farmers Union is a member of the Public 
Advisory Board of the Foreign Operations Administration. He 
served for many years as a member of the Public Advisory Boards of 
the Economic Cooperation Administration and the Mutual Security 
Administration. 

Mr. Patton served as a United States delegate to all of the early 
meetings leading up to the establishment of the Food and Agriculture 
Organization of the United Nations and has served as a delegate to 
many of their meetings. 

The organization | represent here today is a member of the Inter- 
national Federation of Agricultural Producers, an organization made 
up of national farm organizations of the various countries of the free 
world. Mr. Patton is a member of the executive committee of that 
organization. 

The membership of National Farmers Union has expressed through 
delegates to NFU conventions a strong and continuing interest in 
activities and programs which bear upon this Nation’s efforts to in- 
crease the economic strength, production capacity, and living stand- 
ards of the free nations. We look upon such activities and programs 
as essential to the attainment of peace and better living for United 
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States citizens as well as citizens of the free nations. Moreover, we 
look upon such programs, not as foolhardy benevolence, but as a com- 
monsense approach to the attainment of peace and of our own security 
and survival. 

We are convinced that farmer-members of the IFAP organizations 
in other nations have similar interests to those of farmers in the United 
States. Basic among their desires is the goal of peace and mutual 
understanding between nations of the free world and the hope that the 
community of free and democratic nations will grow in number, 

The true feelings of members of National Farmers Union can per- 
haps be expressed by quoting a segment of our program : 


We reaffirm our support for United States efforts to assist in the development 
of a coordinated program of aid to relieve hunger and suffering, and for expan- 
sion and strengthening of the national economies of the democratic nations in 
ways that will not destroy the principle of self-determination of people. The 
United States should help these nations to develop economic conditions that will: 

(a) Create an international community of economic effort for common 
purposes, avoiding the extremes of either forcing unwanted policies on oth- 
ers as a condition of our help, or of undertaking actions ourselves in the 
absence of appropriate efforts in the countries that participate ; 

(b) Promote material well-being and allow employment, production, trade 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and inevitable totalitarian im- 
perialism ; 

(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways which will operate so 
that economic gains are distributed equitably within countries ; and 

(d) Attract peoples and governments toward the democratic system of 
political freedom. 

To attain these objectives we support continued international economic nego 
tiation; increased United States contributions to the specialized agencies such 
as the Food and Agricultural Organization, and expansion of United States for- 
eign economic assistance and of the programs by which our advanced technologi- 
cal knowledge of farm know-how are made available to other nations to assist 
them to increase the efficiency of production and marketing and to improve their 
agricultural land tenure systems, eliminate colonialism, and reform economic and 
social structures. 

* * * There are today two major obstacles to the attainment of true world 
brotherhood and permanent peace. One is the continued existence throughout 
the world of colonialism and other uncorrected and indefensible evils which pro- 
vide the seedbed for agitation, uprising, and revolt. The other is the fact that 
the rulers of the Soviet Union, instead of cooperating to end these conditions under 
free government, have revealed imperialistic world aims and a determination 
to exploit every wrong for their own imperialistic purposes. We must work to 
ease and ultimately to end starvation, exploitation, feudalism, dictatorships, bad 
land tenure systems, discrimination, and all other injustices and threats to world 
peace. 

While strongly favoring programs of technical assistance and eco- 
nomic development under the mutual security bill, we have not lost 
sight of the need for armed strength among the free nations. In this 
connection, we support the action of the Senate and Foreign Relations 
Committee, concurred in by the Senate, providing $1.4 billion for 
military assistance and $317 million for direct-forces support. 

Che United States must recognize and make clear to other nations 
that the common defense against imperialistic communism requires 
the development in every free nation of a reliable modern defense 
force prepared to act in concert with defense forces of other noncom- 
munistic nations to bring any aggressor to trial before world opinion. 
Such a program necessarily includes the acceptance by the United 
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States of the major financial burden for the acquisition and mainte. 

nance of military hardware in most nations outside of Europe. 
United States economic program must, of course, be geared to this 

reality. We believe this has been accomplished in the Senate-passed 


bill. 
STRENGTH THROUGH HUMANITARIAN CONSIDERATION 


We recognize, also, that strength can come to the free world through 
moral and humanitarian considerations as well. In many cases better 
nutrition and clothing for low-income people can be a more potent 
peace builder than armaments. 

National Farmers Union emphasizes the great important and de- 
cisive role that abundant United States food can play in building 
friendship and support for the United States on a permanent basis. 
We strongly support action of the Senate Foreign Relations Com- 
mittee in earmarking in section 8 (b) funds totaling $600 million 
over a 2-year period, and the strengthening amendments adopted 
during debate by the Senate. 

With food-short Asia to receive about 68 percent of the total aid 
provided under the Senate bill, it is clear that our abundant food is 
just as much if not more of an asset as military hardware. United 
States abundant food, widely abhorred by Secretary Benson, is the 
answer to the threat of “stomach communison” with its false promises 
of enough to eat in the lesser developed Asiatic nations. 

In one era of this comparatively young nation’s history, only about 
75 years ago, in fact, the Colt revolver in the belt of the frontiersman 
was known as the equalizer. The mere sight of it was thought io dis- 
courage attack. This area, however, was short-lived. The search for 
peace by our forefathers accompanied by the growing confidence in 
the ability of a young democratic nation to pass fair and just laws put 
an end to the Colt revolver as a symbol of equality or strength. 

The Colt revolver of 75 years ago is gone but in its place and ina 
different setting, we have the atomic, the hydrogen and, now. we read 
of the U-bomb. These weapons have taken on the symbol of equality 
und strength which in an earlier day belonged to the Colt revolver. 
The U-bomb, particularly, we understand does not require a nation to 
have huge stockpiles of bombs nor even costly manufacturing plants. 
The little nations can make them, too. 

While we are fully aware of the desirability of military strength, 
we submit that it is a mistake to use economic assistance to bait under- 
developed nations into wearing our “six-shooters”. We ought to fully 

realize that poverty and ignorance are handmaidens of the Com. 
re and that programs to raise standards of living and education 
are as much a part of a program for peace as military armament. 
There are certainly no more important concerns to men and women of 
the free nations than the improvement of their living standards. We 
should take advantage of their primary urge to strengthen the bonds 
that unite us in the struggle for peace. 

We like to think, Mr. Cc hairman, that the mutual secur ity program 
as enacted by the Senate is a concrete step toward peace and that, like 
our frontier citizens of 75 years ago, we will be able to continue passing 
whatever laws that are necessary to bring and preserve peace. 
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HOOVER COMMISSION 


We feel strongly that the Hoover Commission in its report on Over- 
seas Economic Operations fails to comprehend fully the objectives of 
the mutual security program as we understand them. We agree with 

Jongressman C het Holifield’s dissenting statement which is contained 
in the text of the Hoover study. 


THE FOUR FREEDOMS 


President Roosevelt, addressing Congress on January 6, 1941, spoke 
of freedom—freedom of the kind which we believe is earnestly sought 
by most of the Asiatic nations represented at the Bandung C onfer- 
ence: I quote as follows: 

We look forward to a world founded upon four essential human freedoms. 
The first is freedom of speech and expression—everywhere in the world. The 
second is freedom of every person to worship God in his own way—everywhere 
in the world. The third is freedom from want—which translated into world 
terms, means economic understanding which will secure to every nation a healthy, 
peaceful life for its inhabitants—everywhere in the world. The fourth is freedom 
from fear— which, translated into world terms means a worldwide reduction of 
armaments to such a point and in such a thorough fashion that no nation will be 
in a position to commit an act of physical aggression against any neighbor— 
anywhere in the world. 

Mr. Chairman, these four freedoms, we are convinced, are the kind 
of freedoms sought by many of the nations represented at the Bandung 
Conference. We submit that they are good yardsticks by which to 
measure the legislation you are considering. 

United States farmers and most other United States citizens, we 
firmly believe, want the inhabitants of other nations to be free from 
oppression and tyranny and to enjoy a better life and be able to earn 

i better living. 

The country’s historic documents of liberty reflect the natural proc- 
esses of extending the freedom of the individual to even wider groups, 
of expanding the content of freedom and of re: idjusting it to the new 
and changing needs of society. In this connection, we support the 
establishment of a democratic world economic union, composed of 
nations that will subscribe to the kind of democratic rights and privi- 
leges set forth in our Constitution and Bill of Rights, which are, of 
course, examples of documents which resulted in extending the free- 
dom of the individual to greater numbers. 

Until such time as a democratic world economic union can be estab- 
lished and put into operation, we are convinced that the policies of 
the United States, operating through the foreign economic agencies, 
the United Nations and the spec ialized agencies, such as food and 
agriculture organization, should be adopted to coincide as nearly as 
possible with the kind of economic program for the free world as 
would be developed if such an economic union of democratic nations 
were in existence. 

That is to say, we feel that the largest possible proportion of our 
technical assistance and economic development eee should be 
implemented through the agencies of the United Nations. Moreover, 
we are convinced that those ] parts of these programs that cannot under 
current conditions be best administered through the United Nations 
should be carried out as fully as possible through the voluntary private 
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foreign policy organizations such as CARE. This has two advan- 
tages, we feel. First, it helps overcome the appearance, as well as 
the actuality of economic imperialism. Second, we are convinced 
that we can be more fully assured that the people in other nations 
who need our economic help most will be more likely to receive it if 
such programs are administered through private relief organizations 
than by government-to-government procedures. 

We want to particularly support the technical assistance program 
conducted under the auspices of the United Nations which is provided 
for in the bill passed by the Senate. There is a need, in our judgment, 
for action which will make possible a United States pledge in Novem- 
ber 1955 for the 1956 calendar year. To accomplish this will require 
that $8.5 million be authorized for the last half of the 1955 calendar 
year and $15.5 for the 1956 calendar year. It would be a serious 
mistake for the United States to cut this program in which 75 dif- 
ferent governments have pledged $100 million since 1950. 

Mr. Chairman, we appreciate the opportunity to express our views 
before you on the mutual aid bill. I have brought along several other 
statements which are related to the legislation under consideration 
which express the views of National Farmers Union in greater detail. 
I request your permission to insert them at this point. 

Mr. Zasiocki (presiding). Without objection, the insertions wil! 
be included in the record. 

(The material referred to is as follows :) 


NATIONAL WORKSHOP ON WORLD ECONOMIC AND SOCiAL DEVELOP- 
MENT, WASHINGTON, D. C. 


WORKING PAPER: PEACE—ABUNDANCE—DEMOCRACY 


John A. Baker, National Farmers Union 


In exercise of its economic world leadership, the United States can take 
either of two routes: the road to scarcity or the road to abundance. 

Faced with the problems of tariffs, low productivity, dollar shortages, eim- 
bargoes, and other problems restricting sale of United States farm products in 
other countries, the United States can take the road of abundance or the road 
of scarcity. There are two kinds of scarcity roads: 

1. Eeonomic isolation or go it alone; and 
2. Exclusive reliance upon cartel-dominated “free trade.” 

The United States can go it alone. American markets for American goods. 
Hold out competing imports; give up foreign markets for United States produc- 
tion. 

The United States farmer would have to shift 50 million acres now producing 
wheat, cotton, tobaceo, rice, corn, soybeans, apples, and other commodities into 
production of something else that could be sold in the United States. 

Large segment of United States industrial production would have to shut 
down, lay off workers, reduce consumer demand in United States for farm com- 
modities for lack of raw materials and lack of foreign markets. 

United States farmers’ cost of production and consumers’ cost of living would 
rise owing to not being able to buy imported goods. 

Entire free world, including United States production and living standards 
would be reduced. “Stomach communism” in many areas of the world weuld 
be promoted. A fortress America would become inevitable. 

If we want this, if we want to go it alone, it can be done with preclusive 
protective embargoes and tariffs against imports; expansion of “Buy American” 
policies; refusal to support U. N. and FAO; and stopping United States eco- 
nomic aid to nations of free world. 

The other road to scarcity is to rely exclusively upon cartel-dominated free 
international trade. 
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We can do this by repealing our tariffs, abolishing our embargoes against 
competing imports, such as sugar, wool, feed grains, barley and dairy products; 
stopping United States economic aid to other countries; abolishing the United 
States Export-Import Bank, the International Wheat Agreement, pulling out 
of World Bank and International Monetary Fund, refuse to renew Reciprocal 
Trade Agreement, repeal section 22, and the escape clause. 

International trade would then be dominated by international private cartels, 
huge international trade monopolies. Only the farmers and other raw-material 
producers of the world would enjoy the fruits of competition. 

Foreign countries could not be expected to greatly reduce their government 
restrictions on trade and currency exchange. United States producers would be 
set free in an administered-price market dominated by foreign government regula- 
tion and international private cartels. Selling prices received by United States 
producers would be uncertain and artificially low. Buying prices paid by United 
States consumers would be uncertain and artificially high. 

The world price of farm commodities and other raw materials such as tin, 
rubber, and iron ore, would fluctuate greatly from month to month and year to 
year. This would discourage productive investments and retard free world 
economic expansion. 

Neither of these scarcity roads is the right road. 

The road to abundance is through negotiated international regulation of ex- 
panded international exchange of materials—greater international economic 
cooperation and coordination, preferably through international agreements and 
agencies comprised of many nations, or negotiated agreements with other nations, 
one ata time. 

These include negotiation and establishment of (1) a World Economic Develop- 
ment Agency; (2) additional international commodity agreements such as the 
International Wheat Agreement for each and every raw material that enters 
importantly into international trade; (3) renewal of reciprocal trade agree- 
ment; (4) ratification of a GATT truly consistent with these principles; and 
(5) the proposed International Food and Raw Materials Reserve. 

If these things are done, this would— 

(a) Encourage investments ; 

(b) Stabilize markets; 

(c) Promote increased production in all countries: 

(d) Reduce and ultimately eliminate famines, chronic undernutrition, low 
living standards; and 

(e) Make possible the use of abundant food supplies to aid in establish- 
ment in the lesser developed areas of the world a system of public school 
for every child. 

A serious gap now exists in present United States laws and international 
agreements. 

There is no provision for international handling of interrelated financial and 
commodity market problems. 

Thus, the U nited States with 7 percent of world’s peoples, 30 percent of world’s 
resources, but’ 74 percent of world’s manufacturing is using up resources very 

rapidly and does not have a stabilized source of supply, while raw materials 
producing nations are still subject to wild ups and downs in world raw materials 
markets and monetary exchanges. 

To fill this gap we urge establishment of an international food and raw mate- 
rials reserve to perform the following functions : 

(a) Prevent extreme price fluctuations in the international market for 
food and other raw material and encourage expanding production in order 
to meet the world’s increasing foodstuff and other raw material needs, both 
in terms of raising existing per person consumption and of future increased 
population ; 

(b) Maintain gainful employment not only in agricultural production, but 
also in those industries supplying agriculture and engaged in the processing 
and distribution of agricultural products and other raw materials: 

(c) Absorb temporary market surpluses of food and other raw materials: 

(d) Prevent famine and starvation: and 

(e) Provide for a self-financing operation through the orderly interna- 
tional exchange of raw materials and through the deve lopment of an inter- 
national program of loans for raw material development, and for corollary 
economic development. 
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Probably the most persistent, most disturbing, and most perplexing of modern 
economic problems is the human suffering and relative stagnation enforced upon 
producers of raw materials by the extreme ups and downs in the prices of raw 
materials and consequently in their realized and expected incomes. The problem 
is serious in all the more highly developed nations. It is even more seriously 
present and damaging in the lesser developed nations. 

Wide swings in raw material prices present prospective investors in raw mate- 
rial development, whether persons, firms, or States, with a very large range of 
variation in expectations as to returns that can be earned by opening up and 
developing an augmented raw material supply. This condition is one of great 
risks where at any moment not only might part of the investment be rendered 
valueless but earnable returns may even fail to cover day-to-day operating costs 
and the entire enterprise will have to be shut down with attendant loss of income 
and human suffering. 

Faced with such great uncertainty in expectations both States and individuals 
are hesitant to open up or expand enterprises that are currently profitable but 
which may at any time dip drastically below the break-even line through no 
fault of the enterprise management itself. The multiplication of this kind of a 
situation throughout farming and all other raw materials industries puts a very 
severe damper upon the rate of economic development in these industries. 

This slowing down of the rate of expansion in raw material industries not 
oniv reduces the supply of such materials to meet human needs and to fuel mann- 
facturing and other secondary industries, it also holds down the purchasing 
power of persons and firms on the raw materials sector and thus cuts down on 
sales, scale of operation, and consequently of income and purchasing power of 
the industrial and service segments of the economy. Consequently, the entire 
economy idles along at a lower rate of production and expansion than needs 
to be the case. In the more highly industrialized nations the symptoms are 
seen in chronically depressed industries like farming and coal mining in the 
United States. Among the lesser industrialized nations, a drop in raw material 
prices can bring an entire nation dangerously close to bankruptcy and can di- 
rectly cause a widespread drop in personal income and standards of living of 
the entire population. 

Tt is only natural that the economic segments and nations involved in these 
debilitating circumstances would take evasion and protective action just as an 
intelligent bomber pilot takes evasive action from destructive antiaircraft fire. 

Such protective or evasive action when taken unilaterally by different nations 
help to solve the problems caused by fluctuating raw material prices only at the 
cost of reducing the magnitude of international exchange of commodities and 
thus results in all nations losing the advantages of specialization. Everybody 
in all nations has less real income and a lower standard of living than they might 
otherwise be able to attain. 

Through the administrative machinery of an International Food and Raw 
Materials Reserve, the stabilized prices of each different raw material that enters 
importantly into international trade would be negotiated and agreed upon. The 
Reserve would thereafter stand ready at all times to buy any raw material com- 
modity offered it at the agreed upon stabilized price and would stand ready to 
sell such commodities at the agreed upon stabilized price. 

The industry of advanced nations is chewing up basic resourees at a tremen- 
dous and rising rate. For example, the United States which has 7 percent of the 
world’s population and 30 percent of the world’s natural resources account for 
70 percent of the world’s manufactured goods. The United States is using up 
its resource base at a very rapid rate and very much faster than the rest of the 
world. To be secure in our rising living standards and to retain the resource base 
for an expanding economy, we must assure ourselves a stabilized source of supply 
of the raw materials for our manufacturing industry. The same situation is true 
in other industrialized nations such as United Kingdom, France and Germany and 
Japan. The thought-provoking details for different commodities were thoroughly 
considered in the Paley report of several years ago. 

Highly industrialized nations could depend entirely upon private industrial 
concerns to make long-term contracts with raw material producers in other lands 
And, this should be done. But, it can only be successfully and securely accom- 
plished under the protection and encouragement by governments and international 
economic accords. 

These latter conceivably could be done exclusively through bilateral arrange 
ments between the United States and foreign nations: One nation at a time, one 
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commodity at a time. However, no supplier, private enterprise or State, wants 
to become dependent exclusively on one buyer; nor does any importing nation or 
industrialist want to become dependent upon only one seller. 

Through the International Food and Raw Materials Reserve, exporting nations 
can obtain assured long-term stabilized markets and importing nations can ob- 
tain an assured long-term ample supply at stabilized prices of imports on terms 
that will not injure domestic producers who must sell their commodities in com- 
petition with imports. 

The International Food and Raw Materials Reserve would operate in coordina- 
tion with the International Monetary Fund and the World Bank. Many of the 
national restrictions we now have that hold down greater international exchange 
of commodities is the desire of nations to preserve their monetary position in 
different currencies particularly dollars and pounds sterling. The International 
Food and Raw Materials Reserve would completely eliminate this problem by 
operating in terms of all currencies on the basis of internationally agreed upon 
official exchange rates. 


PERMANENT PEACE DEPENDS ON INTERNATIONAL INSTITUTIONS THAT WILL PROMOTE 
MORE RAPID ECONOMIC GROWTH 


The International Food and Raw Materials Resolution has been before Con- 
gress for nearly 2 years and has been reintroduced this year in both Houses. 
The concepts involved in the resolution have their roots in the still-unsolved prob- 
lems of extreme human need, starvation, economic stagnation, and povetry 
throughout the world in the midst of surpluses of raw materials that cannot be 
sold at prices that will return an adequate stable income to producers. 

The genesis of the ideas are found in the efforts of National Farmers Union 
of the United States to work out a solution to the farmer's income problem. Rec- 
ommendations presented nearly 10 years ago to the International Federation 
of Agriculture Producers by National Farmers Union representatives were fully 
considered and favorably acted upon by this international private farm organ- 
ization among whose members are all the national farm organizations of the 
United States. 

The International Food and Raw Materials Resolution does not itself estab- 
lish an international agency. The resolution merely calls upon the President 
to undertake negotiations with other nations to that end. Any agreements 
reached would, of course, be subject to review and ratification by the Senate of 
the United States and appropriation of any needed capital and other funds would 
have to be fully considered by both Houses. 

The International Food and Raw Materials Reserve will help solve many of 
our Nation’s most difficult problenis of both domestic and foreign policy. It 
will make a major contribution toward permanent peace by facilitating a more 
rapid rate of economic expansion. Its operation will stabilize world raw mate- 
rial markets. It will put abundant production to work. 


THE ROAD TO ABUNDANCE—INTERNATIONAL COOPERATION AND PLANNING 


The proposal for the establishment of an International Raw Materials Reserve 
to cover petroleum, iron ore, tin, rubber, and other raw materials, as well as food 
and fiber, is not new. An International Food Reserve resolution was introduced 
in 1953 by Senator Murray and 23 other Senators and by Congressman Metcalf. 

A World Food Board idea was proposed immediately after World War II by 
Lord John Boyd Orr, first Director General of Food and Agriculture Organization. 

An International Commodity Clearance House was proposed by committee of 
experts of FAO and IFAP, but was never ratified by the governments. 

In 1954 the International Federation of Agricultural Producers meeting in 
Nairobi, Kenya, made the following policy declaration: (the eighth in as many 
years) : “Intergovernmentally agreed rules be adopted by the countries concerned 
regarding principles to be followed in the disposal of surplus stocks in the world 
markets so that they interfere as little as possible with normal production and 
trade, and that effective intergovernmental machinery be established for con- 
Sultative purposes. 

“The matter of a world food reserve should be kept under active consideration 
and to that end, the Committee recommends that the Secretariat prepare a study 
indicating the nature of the machinery needed to implement the plan and the 
obstacles that have stood in the way of attainment of this objective and giving 
all possible suggestions as to how such obstacles might be overcome.” 
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The International Food and Raw Materials Reserve should be buttressed and 
coupled with additional international commodity agreements similar to the Ip- 
ternational Wheat Agreement. 

At its 1954 meeting, the International Federation of Agricultural Producers 
said in its policy statement : 

“IFAP reaffirms its faith in intergovermental commodity agreements as a 
means of bringing about greater stability in the prices of major commodities 
moving in world commerce and will assist in creating a better public understand. 
ing of the underlying philosophy of such agreements as an important means of 
stabilizing trade.” 

The United States is already embarked upon a small and timid program to 
make use of abundant United States farm production to further the aims of the 
United States foreign policy on a unilateral and bilateral basis through: 

(a) Agricultural Trade Development and Assistance Act of 1954 (Public 
Law 480) which provides for sales for soft curriencies up to $700 million 
and donations up to $300 million; these authorizations should, of course, be 
expanded. 

(b) Title I, Agricultural Act of 1954 (Public Law 690) provides for foreign 
sale and donation of up to $2% billion set-aside of CCC stocks. 

(c) Farm product sales amendment to Mutual Security (Foreign Aid) 
Act provides for sales up to $350 million in this fiscal year. 

(d) Section 416 of the Agricultural Act of 1954, as amended in 19/4 
authorizes CCC to sell stocks at “competitive world prices and pay repack- 
aging costs and transportation from present location to shipping port.” 

(e) Section 32, enacted in 1938, allows up to 30 percent of tariff revenues 
to finance foreign sales of United States farm products. 

This program has an excellent aim. The major trouble with it is that which 
has already been revealed by the extreme slowness with which the program has 
been put into operation. In actual practice, even this unilateral United States 
program can be carried out only by international negotiation, seldom bilateral 
but usually requiring consideration for side effect upon third and fourth parties. 
How much better if an international institution were available to operate this 
essentially good program. 

Half the world’s people have just about enough food for minimum subsis- 
tence—barely enough to prevent starvation, but not enough for health by any 
decent standard. Only one-third of the world population has enough food of the 
right kind to be well-nourished. 

The average life expectancy in India is only 27, compared to the United States 
figure of 68. 

In India, 123 of each 1,000 babies born die in their first year. In the United 
States the figure is only 29 per 1,000. In Iraq and Egypt, only 600 of each 1,000 
babies that are born live to be 5 years old. 

To bring the average world textile consumption per person up to only one- 
half the United States average of 38 pounds per year would require an increase 
in world production of cotton and other fibers of almost 90 percent. 

Population increase in the last 15 years has outrun increases in food and fiber 
production in the world as a whole and in many different countries of the world, 
=n in southeast Asia, southeast Europe, northern Africa, Germany, and 

ustria. 

To be safe, nutritionally, over a long period, requires about 1,900 calories a 
day with some protein from animal sources in warmer tropical climates; and 
2,200 calories a day in cooler areas, such as the United States. In all the world, 
except a handful of countries in Western Europe, North and South America, 
Australia, and New Zealand, the people on the average live at or very near this 
breakover point. Since some people in every country live very well indeed, 
considerably more than half of the population live below safe nutritional levels 
most of their lives. 

The real answer to the problem of unbalance between productive capacity 
and effective demand must be found on the side of demand. People have almost 
unlimited wants—which unfortunately do not always meet with a corresponding 
purchasing power—for better food, better housing, better clothing, better edv- 
cational facilities, and for a vast array of various kinds of manufactured goods. 
There could be an ever-expanding circle of the distribution of these things as 
opportunity is increased. 

The underdeveloped countries may be divided into two classes: Those which 
have large natural resources but small populations and those which have larg? 
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populations in comparison with their resources of raw materials. The former 
are largely in Africa, the Middle East, and Latin America. The latter are largely 
in Asia. 

“— the countries of small populations and large resources the problem is mainly 
one of securing outside capital for development, although there is also the problem 
of raising the level of technical skills of the native population. 

It is, however, the problem of economic growth of heavily populated under- 
developed countries with relatively limited natural resources that is most difficult 
of solution. It is in these countries where will be found the vast number of 
undereclothed and undernourished people who could, through economic develop- 
ment, earn the means of payment to absorb enormous quantities of food and fiber. 

The countries need technical assistance and capital if their standards of living 
and purchasing power are to be substantially raised. It is recognized that, in 
respect to both technical assistance and capital, agricultural development will 
receive important consideration, for agricultural development must go hand in 
hand with industrial development if the necessary expansion in consumer pur- 
chasing power is to be achieved. 

So far as technical assistance is concerned, some progress has already been 
made through international and national agencies; but much more needs to be 
done. The problem of capital for development is much more difficult but equally 
important in this class of country. 

All of the so-called surplus United States food and fiber production would be 
but a drop in the bucket if the democratic nations should agree to use food to 
finance and make possible the complete elimination of illiteracy by means of 
nationwide systems of free public schools, including vocational education, for 
every child. 

The average per person real income in the United States is upwards of $1,900 
per year. This level is approached only by such countries as Switzerland, 
Canada, Australia, New Zealand, and Sweden. Real income per person in Eng- 
land is half that of the United States; French per person income two-thirds that 
of England; and Italian is only two-thirds of French. 


United States France 
England 950 | Italy 


In most of the rest of the world, income and standards of living are very low, 
averaging $125 per person per year in South and Central America, $75 per person 
in Africa and the Middle East, and $40 per person per year in Asiatic countries. 

The United States has 7 percent of the world’s people, and 50 percent of the 
world’s income. United States produces one-half of the world’s radios, three- 
fourths of its telephones, four-fifths of its automobiles, one-half of the world’s elec- 
trie power. In all, the United States produces each year 75 percent of the world’s 
manufactured products. 

Similar figures for the continents of the world are: 





Percent of , Percent of 
Continent world’s | world's 
income } income 





8.8 
4.5 
53.9 
16.6 
8.1 











If history teaches anything it is that situations of this kind cannot long endure. 
History has a way of removing barriers and evening off such extremes of eco- 
homie opportunity. Usually this is brought about when the barbarians storm the 
Walls of ancient Rome and burn and sack the city. This pulls everybody down to 
the lowest level. 

It behooves the United States and other industrialized nations to see that the 
evening up comes about by expanding economic opportunities in other nations, 
hot through forced reduction of standards in nations with higher incomes. 

About a third of the world’s people live in the United States, Western Europe, 
and other democratic nations that are relatively well-developed and have fairly 
high incomes and living standards; another third live in countries behind the so- 


= ‘eae Curtain dominated by Soviet Russia and its policy state system of 
‘ontrol, 
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The remaining third of the world’s people—about 900 million of them—tlive jy 
nations that have not yet made up their minds about democracy. These are the 
people of South and Central America, Southeast Asia, Africa, and the Middle 
East. Here stomach communism holds out a glittering lure with its false promises 
of enough to eat. 

These nations have not attained the economic development and higher living 
standards easily possible with modern technology and organization. Extreme 
poverty is the rule. 

The United States must.intensify its efforts to assist in the development of 
coordinated program of aid to relieve hunger and suffering, and to promote expap- 
sion and strengthening of the national economies of the democratic nations jp 
ways that will not destroy the principles of self-determination of peoples. The 
United States should help these nations to develop economic conditions that will— 


(a) Create an international community of economic effort for common 
purposes, avoiding the extremes either of forcing unwanted policies on others 
as a condition of our help, or of undertaking action ourselves in the absence 
of appropriate efforts in the countries that participate ; 

(b) Promote material well-being and allow employment, production, trade. 
and investment in ways that will enrich human life and eliminate economic 
weaknesses that threaten political stability and inevitable totalitarian 
imperialism ; 

(c) Afford all democratic nations increasing opportunities for economic 
growth and improving standards of living in ways which will operate so that 
economic gains are distributed equitably within countries ; and 

(d) Attract peoples and governments toward the democratic system of 
political freedom. 

To attain these objectives we support continued international economic nego- 
tiation; increased United States contributions to the specialized agencies such 
as the Food and Agriculture Organization, and expansion of United States for- 
eign economic assistance and of the program by which our advanced technolog- 
ical knowledge is made available to other nations to assist them to increase the 
efficiency of production and marketing and to improve their agricultural land 
tenure systems, eliminate colonialism, and reform their economic and social 
structures. 

The operations of an international food and raw materials reserve would 
generate the purchasing power and stabilize international markets in a manner 
that would greatly facilitate more rapid economic development in the free world. 

An international food and raw materials reserve would greatly strengthen the 
operations of our point 4 laws. 

The Mutual Security Authorization and Appropriation Acts provide a small 
amount of United States funds (about $1.5 billion) for loans and grants to other 
nations to facilitate economic development and expansion and a limited amount 
of funds (about $200 million) to send United States experts to foreign countries 
to provide technical assistance or know-how. 

This act expires June 30, 1955. 

The United States appropriations to FAO and other specialized U. N. agencies 
and limited United States contribution to expanded technical assistance pro- 
program of the U. N. and the appropriation was allowed to expire January 15, 
1955. This appropriation should, of course, be renewed. 

With an operating food and raw materials reserve, these funds would go a 
lot further because first they would be augmented by the loans available from 
sale of buffer stocks. The stabilized international markets would greatly reduce 
the risks of price fluctuations and thus raise expectations sufficiently to really 
speed up investment in resource development. 

The appropriations for this work has been greatly reduced since 1952, Civil- 
ian programs have been submerged and intermingled with large military aid 
programs. 

Emphasis has been centered on engineering and production techniques and 
largely shifted away from institutional reform, except that in 1954 the program 
to help develop labor unions in other countries was reactivated in the summer 
of 1954 after having been allowed to lapse for a year. 

Attention to organization and development of farmers cooperatives and farm 
eredit agencies has been continued but at a reduced scope. Work on land tenure 
improvement and setting up free private farm organizations has largely bee! 
curtailed or eliminated. 
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Our Nation must recapture leadership in this vital field. We need to enlist 
the cooperation of other economically strong nations, preferably under auspices 
of international organizations. 

The proposed international food and raw materials reserve is a necessary sup- 
plement to the technical assistance programs of the United Nations, the World 
Bank, and other specialized agencies. 


ForEIGN EcoNOMIC OPERATIONS OF THE UNITED STATES GOVERNMENT IN THE FAR 
AND MIppLe East 


(Excerpts from a report by John A. Baker) 
SUGGESTED IMPROVEMENTS IN POINT 4 ACTIVITY 


The United States has over the past several years attempted to find a part of 
the answer to the $64 question through various point 4 programs of economic 
and technical assistance to other nations, both through agencies of the United 
Nations and regional groupings of nations and through direct assistance—nation 
to nation. 

A first-hand examination of the results of such efforts in several underdevel- 
oped nations of the Far and Middle East suggest a need for the following 
improvements in our foreign economic operations : 

1. The United States has been, and is, working against itself in major ways 
while temporarily buying time with point-4 projects. HExamples: Iranian oil 
dispute; Arabian refugees from Palestine; failure to somehow provide a market 
for Egyptian cotton, Ceylon rubber, and a more permanent market for Japanese 
and German manufactured products ; specific embargoes against imports of dairy 
products; the indignity of immigration barriers based on race, religion, and 
nationality. ‘ 

2. The United States must recognize, and make clear to other nations, that 
the common defense against imperialistic communism requires the development 
in every free nation of a reliable modern defense force capable of repelling 
aggression and prepared to act in concert with defense forces of other non- 
Communist nations to bring the aggressors to trial before world opinion. This 
includes the acceptance by the United States of the major financial burden for 
the acquisition and maintenance of military hardware in most nations outside 
of Europe. United States foreign economic programs must be geared to this 
reality. 

3. The United States should do everything it can immediately to bring about 
the establishment of a democratic world economic union, coupled with a much 
broader and stronger moral, diplomatic and financial support of the United 
Nations and its specialized agencies such as Food and Agriculture Organization, 
International Bank, International Labor Organization, and World Health Or- 
ganization, and of various international regional groupings. 

4. There is need for a much greater recognition than now exists in United 
States policy, that a great deal more than just the dispatch of a couple score 
of Johnny Appleseeds (technical assistants) to a foreign shore is required to 
do the job of giving some measure of hope for improving conditions to the restless 
poverty stricken of the world, particularly in light of the need for building in 
all of these nations an adequate defense military force. Export of technical 
know-how falls short in at least two important ways. 

5. Almost exclusive emphasis upon improved technology and better produc- 
tion methods has given a false impression of excessive materialism on the 
part of the United States as well as being self-defeating, because people will 
not adopt better methods if the unchanged institutional structure takes the gains 
away. To correct this, improvement of institutions should be given equal priority 
with improved techniques. Social ends, human dignity, must have equal billing 
with better breeds of hogs and the like, if we are to win the struggle for the 
hearts and minds of mankind. This means lobbying, in the best sense, as well 
as education. 

6. In the underdeveloped countries which I studied, poverty, squalor, illiteracy 
and hopelessness are so intense and so firmly encrusted by governmental and 
private traditions, customs, habits, laws, class structures, inertia and other 
institutions, that only the dynamite of dramatic resource development and wider 
foreign trade outlets (or of revolution) can below the society off dead center. 
This means economic investment in addition to technical assistance. 
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7. Too much emphasis has been placed, in the point-4 program, on the national 
self-sufficiency of each nation through industrialization, and too little upon the 
development of favorable trade outlets for such raw materials and manufactured 
products as these nations can produce at a comparative advantage. For exam. 
ple, there appears to be no reason why Taiwan (Formosa) should try to become 
self-sufficient in sugar, nitroglycerin or fertilizers, to name a few. 

8. Too little recognition of the need for institutional changes has often resulted 
in too little attention to the persuasive or lobbying side of United States foreign 
economic operations. For example, United States fertilizer, irrigation pumps, 
and cloth-distribution programs have too often resulted in financing a perpetna- 
tion of usurious credit arrangements, exploitative landlord-tenant relationships, 
and monopolistic middleman syndicates. It has been demonstrated, for example, 
that the Philippine sharecropper actually loses money by buying MSA fertilizer. 

9. For the foreseeable future, it is the opinion of this observer that the foreign 
economic programs of the United States Government should be centralized into 
a single agency outside the State Department with a head of cabinet rank. 
These activities must be freed from the month-to-month, as well as the day- 
to-day, detailed control of political desks in the State Department. 

10. All of the personnel of the United States Government engaged in foreign 
economic operations should be on the payroll of that independent agency and 
should be incorporated into a foreign economic career service similar to the 
Foreign (diplomatic) career service and the domestic civil service. At pres- 
ent, it is possible for the TCA mission in a country to be made up of, and resem- 
ble, a loose collection of 45 separate Washington and stateside United States 
agencies and Departments on whose payrolls the personnel is carried. The 
bureaucratic jealousies and suspicions thus engendered render coordinated work 
practically impossible. 

11. The “cooperation through organization” approach, such as that utilized by 
the Joint Commission on Rural Reconstruction in Taiwan (Formosa), the 
“servicios” of the Institute of Inter-American Affairs in Latin America, the struc- 
ture used by New Korea Company in United States military government of South 
Korea, and similar approaches used by the American International Association 
in Venezuela and Brazil, appears to be a great deal more effective than the 
“participation by hourly or daily renewed invitation,” as practiced in most of 
our foreign economic missions, as a means of getting an underdeveloped economy 
and society off dead center. 

The essence of “cooperation through organization” is that, upon the basis of 
initial invitation and governmental level negotiation, one or more new institutions 
are established in the country to be assisted. This new institution, farm credit 
agency, development board, or whatever, is not a part of either government exclu- 
sively, but a part of both. United States and other government personnel are 
integrated into a single joint administrative structure instead of being located 
“across town” from each other in separate autonomous groups, cooperating, if at 
all, on a tenous day-to-day basis across sovereign national bundaries. 

12. Many of the desirable resource development projects needed to put real 
life into the point-4 program, could be wholly or partially self-liquidating if the 
funds could be advanced at low rates of interest and repayments could be made 
in local currency rather than in dollars. 

13. Too much emphasis has been and is being placed upon the balance of 
trade of a nation as a criterion of the need for the extension of United States 
economic cooperation. In Egypt and Thailand, for example, the potential value 
of these countries as national demonstrations of the value of the point-4 approach 
to other nations in the Arab bloc and in southeast Asia, respectively, should 
outweigh considerations of trade balance position. Whatever favorable trade 
balances, as such, underdeveloped countries might temporarily have in the fore- 
seeable future, could be very easily wiped out if the nation chose to use some of 
its funds to finance government services to only slightly raise the currently 
very low level of living of their own populations. 

14. Ending the working out of broader trade possibilities involved in improved 
production efficiency in European and other manufacturing industries, and of 
greater emphasis upon merchandising products for sale in United States markets. 
the United States should explore the feasibility of making raw material pur- 
chases, such as cotton in Egypt and rubber in Ceylon, at higher than the world 
price, for stockpiling and for sale at something less than the world price to other 
countries of the free world who need and can make use of the material in the 
joint cooperative effort. 
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15. The National Security Council, or a replacement agency of similar type, 
should be greatly strengthened so that it can more adequately coordinate and inte- 
erate all United States efforts of overseas areas. This agency should be supplied 
with a public advisory committee, with an augmented secretariat, and with pow- 
ers of enforcement. 

16. The country directors of United States foreign economic missions should 
be advanced to a grade more nearly commensurate with the importance of their 
responsibilities. A new grade, equal to that of ambassador but differently desig- 
nated, should be established for this purpose. 

17. Diplomatic and reporting personnel of the regular State Department estab- 
lishment should not be assigned the additional and secondary duty of foreign 
economic operations. To do so, disrupts and weakens both types of work. 

18. A few cleverly designed sets of “comic” cartoon strips, depicting better 
poultry selection, better hog management, or a better farm credit system in the 
local environment, such as I saw in MSA Information Division in Saigon, Viet- 
nam, is worth a great deal more in effectiveness and good will than a million 
dollars worth of English language libraries and picture displays of the Empire 
State Building with three Cadillacs and a Chrysler parked in front, as can be seen 
in the United States Information Service show windows over the world. 


EXCERPTS FROM FINAL Report oF CARL W. LEVEAU, AGRICULTURAL OFFICER OF 
UNITED STATES FOREIGN OPERATIONS MISSION TO THAILAND FROM JANUARY 11, 
1951 to JuLYy 10, 1954 


Thailand’s agricultural program, in which FOA is assisting, aims to help the 
farmers through United States-supplied scientific and technical assistance to 
produce : 


(a) Better seed selection 

(b) Proper use of the right kind of fertilizer 

(c) Better farm management 

(d@) Improved tools, implements and equipment 

(e) More adequate marketing methods and facilities 

(f) Better rural credit facilities 

(g) Extended irrigation and flood control 

(h) Demonstrations and lectures by the Extension Division, coupled with 
distribution of information posters, pamphlets and bulletins 

(4) Increasing pond fish culture and marine fisheries 

(j) Increasing and improving animal production 

(k) Educational facilities for developing future leaders in the fields of 
agriculture, forestry, fisheries and cooperatives 

(1) Diversification of farming activities 

(m) Instruction of the youth of Thailand to become better citizens and 
farmers through the Youth Farmer Clubs. 


The work program has continuously been hampered through lack of qualified 

personnel, both Thai and American, and by late arrival of supplies and equip- 
ment. Programs were planned and initiated with the assumption that men and 
material would be available for implementation. As a result of nonarrival or 
late arrival of support, the technical assistants and the agriculture officer have 
had to improvise and perform double and triple duty, thus diluting intensity of 
effort in individual fields and lowering accomplishment, but with the whole- 
hearted and understanding support of the Thai officials, other mission personnel 
and the director of the mission, relative accomplishment has been creditable. 
_ The Thai Government during the period covered by this report has become 
increasingly aware of the importance of improving the Kingdom’s agriculture. 
This is best demonstrated by the continuous increase in budgetary support to the 
Ministry of Agriculture, as follows : 


1950 B182, 040, 000 | 1953 405, 020, 000 
250, 450, 000 | 1953 B405, 020, 000 
324, 020, 000 


A great deal of interest has been generated in agricultural education, agricul- 
tural extension and youth farmer (4-H Club) work. It is certain that the Thai 


Pitbinleesncse will continue and expand these activities even after foreign aid is 
discontinued. 
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The mission agriculture division has maintained excellent relations with the 
Thai Government officials in every phase of the work. There has also been 4 
fully cooperative relationship with FAO. There are several jointly supported 
projects where FAO supplies technical assistance and FOA supplies materia} 
assistance. Frequent consultations have prevented conflicting and overlapping 
projects. 

CROP PRODUCTION AND IMPROVEMENT 
1. Rice 


The Office of Foreign Agricultural Relations of the United States Department 
of Agriculture, upon the request of the Thai Government, sent a specialist in 
tropical soils and a plant breeder to Thailand in March 1950 to inaugurate a pro- 
gram designed to increase the rice yield. These men were transferred to (the 
then) MSA on July 1, 1952. 

Following are the major accomplishments to date: 

(a) Over 3,000 different Thai rice samples have been tested. 

(b) Over 1,100 varieties from the United States, Taiwan, Indochina, In- 
donesia, India have been tested. 

(c). Some 120,000 head selections were obtained from 978 farmers’ fields 
in 35 different localities in Thailand and planted at 5 different locations 
for yield tests. 

(d) Forty-seven different varieties have shown an increase in yield of 
from 13 to 32 percent over the standard variety. 

(e) Four Thai rice varieties were sent to Cuttack, India, to be crossed 
with Japonica types. Fifteen crosses were made and 60,000 seeds for grow- 
ing the second generation were planted in 1952; 35,000 plants from these 
seeds were planted in 1953. 

(f) Three short courses were held for from 80 to 95 men, training them 
in conducting regional variety tests, selection and fertilizer tests. Agricul- 
turists from Vietnam, Laos, and Cambodia attended paxt of one course. 

2. Field and forage crops 

In addition to the work on rice, research has been earried on with sorghum, 
soybeans, peanuts, corn, cotton and fiber crops. Some of the types tested show 
great promise. Forty species of forage plants from many sections of the tropics 
are under observation, and grazing and nutrition trials on large pasture areas 
are being conducted. In an effort to improve soil fertility and soil structure, 


experimental seedings of legumes for plowing under for green manure are being 
done. 


3. Plantation crops 


Under FOA introduction, cacao is being grown for the first time in Thailand. 
Some 38,000 seedlings are now growing experimentally in nurseries and on 
cleared land where propagation began late in 1952. Cacao is expected to be an 
important cash crop for farmers in Thailand. 


4. Experiment stations 


Support has been given to 9 of the 21 agricultural experiment stations as well 
as the Agricultural Research Center at Bangkhen with equipment and supplies, 
such as tractors and attachments, sprayers, pesticides, pumps, wagons, vehicles, 
terracers, graders, laboratory equipment, books and technical journals and 
quonset huts. 

Twenty-five experiment station tractor operators were given an 8-week course 
in preventive maintenance, adjustment and operation of mechanical farm equip- 
ment. 


5. Fifteen participants have been sent to the United States for training and study. 


Fertilizers.—The fertilizer program started in mid-1952 with the arrival of 
1,700 tons of fertilizer supplied by FOA. Since then an additional 2,800 tons have 
been furnished. 

Following is a résumé of this program : 

¥. Demonstrations have been carried out on some 4,000 farmers’ fields, in prac- 
tically every section of Thailand. 

2. 110 continuing field experiments are going on at 61 different locations. 

3. Several thousand farmers purchased small amounts of FOA-furnished ferti- 
lizer for trial and demonstration. 

4. Responses to fertilizer have shown increases in yields up to 285 percent. 

5. Equipment has been ordered to establish a soils laboratory. 
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6. Six participants have been sent to the United States for training and study. 

7. A revolving fund of over 1 million baht has been established as a result of 
sale of FOA-furnished fertilizer. This fund will be used for continuing experi- 
ments and demonstrations. 

Irrigation.—The irrigation program started with the arrival of the irrigation 
specialist in January 1951, and consists of the following main projects: 

(a) Construction of upward of 1,000 small reservoirs in the water-defi- 
cient northeast area of Thailand to supply water for irrigation, domestic 
supply, and for cattle and fish culture. 

(b) Furnishing of draglines and other equipment to aid in accelerating 
construction of nine larger gravity irrigation and flood control projects in 
the northeast. 

(c) Provision of truck- and barge-mounted pumping units for supplemental 
irrigation where needed and for assisting in draining flooded areas. 

(d) Installation of pumping equipment at Ban Thuan to irrigate 20,000 
acres of land. 

(ec) Ditching and diking. 

(f) Development of ground-water resources. 

(g) Supply of small portable low lift pumping units for use of individual 
farmers or farmer groups to increase irrigation where other forms of irri- 
gation are not feasible. 

(kh) Through the provision of about $3 million worth of construction equip- 
ment, draglines, tractors, scrapers, rollers and pumping units: 

1. A total of 64 reservoirs has been completed in the northeast, using 
FOA-furnished equipment, with a potential irrigation capacity of about 
69,000 acres. 

2. Construction is under way on 46 additional reservoirs which, when 
completed, will have a potential irrigation capacity of about 108,000 
acres. 


3. Approximately 22 miles of main irrigation canals and 8 miles of 
river levees have been built. 

4. 28 truck-mounted pumps and 2 pumps mounted on barges furnished 
by FOA will be used for irrigation and flood control on 100,000 acres. 


5. Pumping equipment to irrigate 20,000 acres is being installed. 
6. 150 small low-lift portable pumps and 2 well drilling rigs have 
been ordered. 


7. 28 participants have been sent to the United States for training 
and study. 
8. Two design engineers provided by FOA for 2 years supervised the 
design of the Chao Phya irrigation and navigation project. 

Extension.—Extension activities started in December 1951 with the assign- 
ment of a field crop specialist as part-time extension adviser, and the reassign- 
ment of an Agricultural Specialist full-time to Extension field work at Chieng- 
mai, in northern Thailand. 

Following are the major accomplishments to date: 

1. A 4-year plan of extension work has been prepared for expanding and re- 
organizing the Extension Service. This plan is in operation. 

2. Agricultural extension short courses of 1 week's duration have been held 
at Chiengmai, Nan, Ubol, Udorn, Songkla, and Korat. Daily attendance has 
varied from 400 to almost 1,000. 

3. An agricultural extension training course of 3 weeks’ duration has been 
held for 53 field officers. 

4. Five extension centers have been activated at Chiengmai, Udorn, Korat, 
Ubol, and Chachoengsao. 

5. Youth Farmer (4-H) Clubs have been started. Six chapters with over 
20) members’ are in operation. Members are raising pigs, chickens, vegetables, 
and fish. 

6.17 different pamphlets and posters have been prepared, printed in Thai 
and distributed. * * * 

7. Eleven participants have been sent to the United States for training and 
five participants have been sent to Taiwan and Japan for observation and study 
of 4-H Clubs and extension activities. 

8. Improved seed, fertilizers, mushroom spores and Tilapia fingerlings have 
been distributed to thousands of farmers for demonstration purposes. 

9. Chickens, pigs, seed and hand garden tools have been distributed to Youth 
Farmer Club members on a payback basis. (Repayments to be distributed to 
hew members on a similar basis. ) 
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10. Supplies and equipment have been furnished by FOA to enable the exten. 
sion division to do its job properly. 

11. A pilot rubber processing plant has been furnished by FOA to demonstrate 
better processing methods. 

12. A pilot rice mill has been furnished by FOA to demonstrate better milling 

oractices. . 
: Nore.—All of this was accomplished in spite of the fact that during the 2\ 
years in question, only one part-time extension adviser was on duty for less 
than 1 year and 1 extension specialists was on a duty at Chiengmai for about 1 
years. Part-time services of an extension information specialist were available 
for about a year. Much extra work on the part of all technical assistants is 
responsible for the success of this program. 

Livestock production and improvement.—The livestock production and im. 
provement program was drafted with aims, objectives and plan of operations 
set forth and agreed to in November 1952. 

Following is a summary of the major accomplishments : 

1. A regulation prohibiting the export of livestock was amended to permit 
the export of 1,500 cattle, 500 buffalo, and 3,800 pigs monthly. 

2. Twenty-two Red Sindhi cattle selected by the FOA livestock specialist were 
imported from Karachi and paid for by the Thai Government. These are used 
for upbreeding of Thai cattle. 

3. 30,000 doses of crystal violet vaccine were furnished by FOA to combat 
a widespread hog cholera epidemic. 

4. Foot and mouth disease has been typed and a rinderpest outbreak was 
brought under control. 

5. Four participants have been sent to the United States and other countries 
for study and observation. 

6, Laboratory equipment, vehicles, tractors and other equipment have been 
supplied by FOA. 

7. 72 Brahmin cattle, 55 Brown Swiss cattle, 80 Duroc-Jersey hogs, 76 Hamp- 
shire hogs, 75 Berkshire hogs, were purchased in the United States with FOA 
and Thai Government funds. These will be used for upbreeding of local stock. 

8. Livestock stations, quarantine station and the serum laboratory have been 
greatly improved. 

9. Ten experiment station tractor operators have been given an intensive 
seven-week course in tractor and equipment maintenance and operation. 

Agricultural education.—Kasetsart University is the only institution of 
higher learning in agriculture in Thailand. It was established in 1943. The 
growth of the university was very slow at first. Since the beginning of the Thai- 
USA mutual-support program in 1951, the growth of Kasetsart has accelerated 
as shown by the following: 


1. Enrollment: 2. Faculty positions (full-time) : 
MEET RC aR Serene ack, aes 805 
1951 315 
| ESSE na oee es eee 347 
1953___- 503 
1954 (expected) 696 


8. Library: Constructed by counterpart funds in 1952. Now has 6,750 volumes, 
mostly furnished by FOA. 
4. New buildings financed from counterpart funds: 
(a) Completed: Library (see No. 3 above), administration building, rice 
mill, milking parlor, women’s dormitory 
(b) Nearing completion: Biology building, chemistry building, agricul- 
tural engineering building, 3 men’s dormitories, infirmary, 6 residences 
for faculty members 
5. Other physical plant improvements: 
(a) Poultry plant increased from 5,000 to 10,000 capacity. 
(6) Hatchery increased from 10,000- to 24,300-egg capacity. 
(c) Piggery increased from 72 to 100 capacity. 
(d) Dairy increased from 24 to 76 capacity. 
(e) Motorpool and machinery housing provided. 
(f) Two 75-kilowatt diesel generators, furnished by FOA, installed. 
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6. Laboratory equipment for all divisions of the university has been supplied 
by FOA. : 

_ Fourteen participants have been sent to the United States for training and 
study and 19 have gone on Thai-financed scholarships. 

A contract between Oregon State College and Kasetsart University has been 
approved, to be financed mostly by FOA. Under this contract, 6 professors 
will be provided by Oregon State College for 30 months. 

The rector of Kasetsart states that the interest and support of FOA is largely 
responsible for the present strong position of Kasetsart University in the educa- 
tional system of Thailand. 

Fisheries.—Previous to the inception of the fisheries project in 1951, the marine 
fisheries of Thailand had shown little development. Activities in the department 
of fisheries were concentrated on collection of license fees, reports, and routine 
fish culture work. There were few trained men, none in technology, none in 
marine fisheries, none in cooperatives and none in modern pond fish culture. 

Assistance provided by USOM directly and indirectly has resulted in the fol- 
lowing major accomplishments : 

1. A modern wholesale fish market in Bangkok has been in successful opera- 
tion for more than a year, and a modern freezer and cold-storage plant is under 
construction adjacent to the fish market with a connecting technological labora- 
tory. This has been entirely financed by the Thai Government as a result of 
recommendations by the mission. 

2» A marine station has been established at Ban Pae on the outer Gulf of 
Thailand for experimental and exploratory fishing and for extension and dem- 
onstration functions. This establishment is constantly expanding in usefulness. 

3. Seven trainees have been sent to the United States to study various phases 
of fisheries. 

4. Culture of pond fish, including Tilapia, in cooperation with FAO has made 
tremendous strides and Thailand is contributing significantly in aiding other 
countries in the area, both with fingerlings for stock and with training other 
nationals in cultural practices. 

5. A successful small-scale, village level, operation to produce fish meal and 
oil has been initiated and has resulted in a growing new industry and an up- 
grading of feedstuffs for poultry and hogs. Preliminary work on the use of fish- 
meal for human food has shown promising results. 

6. Experiments and demonstrations with imported trap nets have resulted in 
perfecting methods of catching 2 to 7 times as much fish as indigenous methods 
and at less cost. 

7. Day-to-day contacts of the technical assistant with the Department of 
Fisheries have resulted in vast improvement in administration, planning and 
investigation. 

8. Procurement of equipment for future work has been almost entirely com- 
sig and Thai officers are being trained to use the new facilities advantage- 
ously. 

9. Inservice training in Thailand has been initiated and is being organized for 
the Far East region. 

Forestry.—The forestry project was developed by the Food and Agriculture 
Organization of the United Nations and the Thai Forestry Department. The 
mission has assisted with the project as follows: 

1. FOA-supplied equipment: wood testing machine, dry kiln, vehicles, survey- 

ing and topographical mapping equipment, tractors and implements. 

2. Two participants were sent to the United States for training and study. 

Cooperatives.—-Work in cooperatives started with the assignment of an agri- 
cultural economist to the Department of Cooperatives in the Ministry of Agri- 
culture in June 1951. Since then the Government has established a Ministry 
of Cooperatives. F 

Lack of mission personnel has prevented much progress in development of 
cooperatives. Some things have been done, however, as follows: 

1. A report on land development was completed. 

. A survey and report on cooperatives in Thailand was finished. 

3. An application for Governiment-financed loans and a loan agreement were 
developed as a result of an intensive study of the credit situation in Thailand. 
me, fone funds in the amount of 13,500,000 baht were made available for 

ans peratives and members. 

“a toe Cdialaes nated and pumps for irrigation were delivered to be 
ui and development projects. 754 families have been aided 
and 17,000 acres are being cultivated. 


63245—55 47 
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6. Eleven participants were sent to the United States for training and study. 

7. A curriculum was developed for the School of Cooperatives and Economics, 

8. A long-term program of development in training and promotion has been 
prepared. 

9. Analysis was made of the needs for cooperative fish marketing in connection 
with the newly constructed fish market, and rules and regulations for a fishery 
cooperative were prepared. 


10. Assistance was given in establishing an efficient repair parts and equip 
ment storage center. 


11. Training was given in the operation and maintenance of mechanical equip- 
ment, and an engineering department was established. 

12. A new egg market cooperative has been established in Bangkok with 372 
shareholders, also 1 fish sauce marketing society. 

13. Thirty-four credit societies have been organized with a membership of 
1,050 farmers. 


14. Eight production credit marketing societies have been organized with a 
membership of 600. 


Further progress will depend upon the arrival of a mission cooperative organ- 
ization advisor and a cooperative training specialist, both of which positions are 
vacant, never having been filled. 

Mr. Zastockt. Thank you for your statement, Mr. Johnson, given 
on behalf of Mr. James G. Patton of the National Farmers Union. 
Are there any questions? Mr. Adair. 

Mr. Anatr. On page 3 of your statement you indicate that you favor 
the military assistance and direct forces support aspect of the pro- 
gram. A little later on you comment upon some other aspects of it, 
the economic and the technical aid. 

Do I understand that you do favor the first two, the military assist- 
ance and direct forces support as now contained in the bill? 

Mr. Jounson. Wholeheartedly. 

Mr. Apatr. You think the other aspect of the program should be 
more largely administered through the United Nations or through 
voluntary organizations? 

Mr. Jounson. We believe, as we point out, that it has certain ad- 
vantages. Some of the smaller nations in Asia may feel somewhat 
reluctant to accept United States technical or,other assistance direct. 
If it came from a body such as the United Nations, however, repre- 
sentative of a great body of nations, they may feel better about receiv- 
ing such aid. 

It also does away with any possibility of these smaller nations look- 
ing upon us as a giant economic power—“economic imperialism” is the 
term used in our statement in this connection. 

Mr. Apatr. You then, speaking for your organization, would favor 
the rewriting of those sections of the bill to take that type of aid out of 
che present context and put it in these other hands? 

Mr. Jonnson. We want, in principle, to favor the Senate bill as it 
was passed, and to say that we particularly want to see that the tech- 
nical assistance program provided in that bill—the United Nations 
multilateral assistance program—remains intact. 

_ We make the statement that the United States should do whatever 

is possible to do under the mutual security program on a multilateral 

—_ s. The remainder we would not object to seeing done on a bilateral 
asis. 


‘ ne. Avatr. What would you suggest now be done on the multilateral 
asis ? 


_Mr. Jounson. We have suggested, specifically, that the United Na- 
tions technical assistance program be extended. 
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Mr. Apatr. Are you recommending that we take that provision out 
of this bill and put it all in the hands of the United Nations at this 
time ? . 

Mr. Jounson. No. It isin the present bill. 3 6 

Mr. Aparr. Are you recommending that we leave it as it is? 

Mr. Jounson. We are recommending, in principle, the bill passed 
by the Senate. The bill passed by the Senate contains the authority 
to extend the multilateral technical assistance program of the United 
Nutions. 

Mr. Apatr. I am trying to be specific about it. I understood you to 
say that you don’t like a part of the program. You think it should be 
placed in the hands of the United Nations or CARE or similar organi- 
zations. 

| am trying to get a specific answer to what extent you think it 
should be done in the bill before us now. 

Mr. Jounson. I haven’t come before you with any specific example 
of the kind of program we had in mind other than the technical assist- 
ance program of the U. N. We do know, however, that CARE has 
run into difficulty in working out some of their programs. 

They need funds to assist in the payment of freight, for example. 
We merely ask the committee to examine this legislation with the view 
of doing all possible to make some of this assistance that we are pro- 
viding, available to Asiatic nations on a multilateral basis or through 
private relief organizations. 

Mr. Apatr. Mr. Witness, you are speaking up in the stratosphere. 
This committee has to write a bill that we can put definitely on paper. 

Mr. Jounson. I am speaking of broad general principles. Very 
frankly, I would be willing to defer to the good judgment of this com- 
mittee and to the administration who have made a thorough study of 
this program. ' 

Mr. Apatr. Am I correct in understanding that you are saying ob- 
jectively that it would be nice to have it there, but if this committee 
after making a study of the bill says, “We like some arrangement like 
we have in here now,” that you think then the judgment of the com- 
mittee ought to be accepted ? 

Mr. Jounson. We have great faith in this committee. 

Mr. Aparr. Would you think its judgment ought to be accepted ? 

Mr. Jounson. Yes. 

Mr. Aparr. Along that same line, Mr. Chairman, if I may, would 
you express your views as to the respective merits of multilateral and 
bilateral programs ? 

Mr. Jounson. There are a lot of witnesses here. If the material 
which I have given to the clerk here to include in the record could be 
read, it contains a good deal of material that pertains to that particu- 
lar problem, I would be happy to read some of it into the record, if 
you would like. 

Mr. Apatr. No, sir. I would just like to have your own comments 
as a representative. Which do you think, as the representative of the 
Farmers Union, in the field of foreign assistance are better, bilateral 
or multilateral agreements ? 

Mr. Jounson. We have been and are now very strong proponents 
of the multilateral program. In being strong proponents of the multi- 

ateral program, we have not in any sense opposed a bilateral program. 
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Mr. Apatr. Would you think that the program which is most accept- 
able to the country involved, in addition to ours, should be the one used?! 

Mr. Jounson. I think, certainly, the desires of a country should in- 
fluence the type of program. 

Mr. Apatr. If the country then said that they preferred a bilateral 
program, could we assume that you would be willing to modify your 
statement to the extent 

Mr. Jonnson. Yes. In keeping with that, I understand there has 
been some evidence on the part of some of the Asiatic nations for a bi- 
lateral program. The answer to that is “Yes.” 

Mr. Aparr. Mr. Chairman, I have already asked several questions. 

Mr. Zasiocki. Go right ahead. 

You make reference to the Hoover Commission report. The com- 
mittee has given some little though to that. At the bottom of page 4 
of your statement you say that the Hoover Commission fails to com- 
prehend the objectives of the mutual security program as you under- 
stand them. 

Would you be a little more specific in that ? 

Mr. Jounson. I want to be perfectly frank and say that we have 
read the Hoover Commission report and understand that it is their 
desire to cut expenses and make more of this assistance on a loan basis. 

The Senate of the United States expressed our views in regard to the 
loan-program recommendations of the Hoover Commission. The dis- 
senting statement of Chet Holifield also is an accurate description of 
our feelings in regard to the Hoover Commission report. 

Mr. Apatr. Do you object to the Hoover Commission report with 
respect to this program, then? 

Mr. Jounson. I don’t quite understand. 

Mr. Apatr. Do you feel that the report that the Hoover Commission 
made with respect to the mutual security program is objectionable to 
your organization ? 

Mr. Jounson. Yes; very definitely. 

Mr. Apatr. Would you be just a little more specific, and I don’t ex- 
pect you to go into complete detail on that. Just mention 2 or 3 in- 
stances, would you, please, sir, in which you think it is objectionable; 
what you particularly dislike about it ? 

Mr. Jounson. The main thing that I am prepared to discuss today 
is that we object to Hoover Commission thinking that more and more 
of this assistance should be made in the form of loans on a mandatory 
basis. 

Mr. Apatr. You think that is good or bad ? 

Mr. Jounson. We agree fully with the statement made by the Sen- 
ate Foreign Relations Committee in their report, which recommends 
that there not be any strings tied to these funds insofar as it relates 
to loans. 

If you put a certain percentage—30 percent I believe was the per- 
centage set up last year—to be made as loans, the receiving countries 
then set a top limit on the amount of funds that they expect to receive 
as loans, whereas, if you don’t set up a percentage, then these countries 
may accept greater percentages as loans. We are in complete agree- 
ment with the Senate Foreign Relations Committee statement. 

Mr. Anpatr. Do you believe that some of the assistance should be 
tendered in the form of loans? 
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Mr. Jounson. Yes, I think that it is conceivable, where it is possible 
to work it out witha countr y. 

Mr. Aparr. Do you think the bill last year went too far in that 
respect # 

Mr. Jounson. No. 

Mr. Apair. You would agree with that ? 

Mr. Jonnson. I would agree that was a pretty fair dividing point, 
the percentage used last year. 

Mr. Aparr. You feel the fundamental philosophy of giving assist- 
ance to countries through the medium of loans is sound ¢ 

Mr. Jounson. Sure. We have been doing it for a long time. I 
imagine we will be doing it for a lot longer. 

Mr. Apair. Thank you very much, Mr. Chairman. 

Mr. Vorys. You speak of supporting the establishment of a Demo- 
cratic World Economie Union composed of nations that have sub- 
scribed to the rights and privileges set forth in our Constitution and 
Bill of Rights. Our Constitution does not mention democracy but 
guarantees “each State a republican form of government. I wonder 
how you would feel about a Republican W orld Economic Union? 

Mr. Jonson. We are not in disagreement over the use of the term 
“republican” as used in the Constitution of the United States. That 
would be perfectly agreeable to us. 

Mr. Vorys. Thank you. 

Chairman Ricuarps, Our next witness is Mr. Wallace J. Campbell. 


STATEMENT OF WALLACE J. CAMPBELL, DIRECTOR, WASHINGTON 
OFFICE, COOPERATIVE LEAGUE OF THE UNITED STATES OF 
AMERICA 


Mr. Campsett. My name is Wallace J. Campbell. I am director of 
the Washington office of the Cooperative League of the United States 
of America. The league is a national federation of consumer, purchas- 
ing, and service cooperatives with a direct membership of 2 million 
city and farm families who are affiliated with regional cooperative asso- 
ciations. We also include in membership the Credit Union National 
Association with 8 million members in the United States and Canada, 
and the National Rural Electric Cooperative Association with 3.5 mil- 
lion farm families in membership. 

The Cooperative League wishes to indicate to this committee its gen- 
eral support of the mutual secur ity bill of 1955, and to testify in spe- 
cifie support of the technical assistance and development assistance 
programs set forth in the bill. 

The successful pioneering in the field of technical assistance or tech- 
nical cooperation has indicated not only the importance of this pro- 
gram, which we prefer to call technical cooperation, but it has shown 
also the critical need for capital resources in some of the underdevel- 
oped countries which have available tremendous natural resources. A 
linking of developmental and technical assistance can make the differ- 
ence between a healthy, thriving economy and starvation in the midst 
of potential abundance. 

One of the representatives of CARE told us on return from Indo- 
china that a full-fledged economic and technical assistance program 
io Indochina 8 years ago might have prevented northern Indochina 
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from falling to the Communists, and at lower cost than the military 
aid which was rushed in too late. 

Development assistance has to be looked upon as preventive medi- 
cine. The amount requested for this purpose by the administration 
is very small compared to the United States defense program and 
the military assistance which we are spending year after year. 

The bill before you provides for an overall technical cooperation 
program through the United States and the United Nations which 
will total approximately $172 million. Measured in terms that we as 
taxpayers can understand, this is a few cents more than $1 per person 
per year, and is a tremendously worthwhile investment. 

The technical cooperation program embodies the fundamental prin- 
ciple of helping people to help themselves which, we feel, should be 
and is a keystone of our foreign policy. 

The members of this committee will, we are sure, be interested to 
know that we have found more active support for the technical coop- 
eration program among our members throughout the country than for 
any other part of United States foreign policy in many, many years. 

We are wholeheartedly in support of the United States bilateral 
program which, under the bill now before you, will be transferred 
to the State Department as the International Cooperation 
Administration. 

The amount requested, $146.5 million, is a very small amount 
measured against the tremendous need for development of the less- 
developed countries. We would be wise indeed to put an even greater 
amount of our foreign-aid expenditures into this kind of activity; for 
it not only helps lift the standard of living, thereby eliminating the 
temptations of communism, but also it is a great factor in winning 
friendship for America. 

There are many times and many places where technical cooperation 
reaches a maximum effectiveness when it comes through an agency 
to which many nations are making a contribution. It is for that rea- 
son that the program of technical assistance through the United Na- 
tions assumes particularly great importance. The origin and develop- 
ment of this U. N. program is in itself an extremely interesting story. 

When the United Nations was founded at San Francisco in 1945, 
it was my privilege to cover the founding conference. It was at that 
session that a move sparked by the smaller nations resulted in the for- 
mation of an Economic and Social Council. The late Jan Christian 
Smuts of South Africa had pointed out that the old League of Nations 
was conceived as a political agency, had a political life and died a poli- 
tical death. He said if the new world organization were to be a per- 
manent factor in maintaining world peace it must serve the day-to-day 
needs of the people of the world. 

Through the Economic and Social Council 10 specialized agencies of 
the United Nations minister to economic and social needs in the fields 
of health, agriculture, labor, education, finance, and other fields. 

A year ago your subcommittee pointed out that the Food and Agri- 
culture Organization is devoted to eliminating hunger by increasing 
the agricultural production and facilitating food distribution through- 
out the world; the World Health Organization is designed to eliminate 
disease and pestilence; the U. N. Education, Scientific, and Cultural 
Organization is designed to eliminate ignorance; while the Interna- 
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tional Labor Organization, with an assist from the Technical Assist- 
ance Administration, seeks to eliminate poverty by increasing the 
standard of living through increased productivity and higher income. 

The requested authorization for the U. N. technical assistance pro- 
gram makes one substantial change from those in previous years in 
that the request is for an 18-month period. This change is essential 
to bring the United States contributions to the program into line with 
the calendar-year operation of the U. N. program, making it possible 
to do advance planning. The situation this past year was a costly 
lesson in terms of both United States prestige in world leadership and 
the actual working of the technical assistance program. 

The administration had indicated to the U. N. the amount it would 
request for this splendid program. The Congress appropriated only 
for the last 6 calendar months of 1954 and failed to take action on the 
appropriation for this current 6-month period until it was half over. 
The effect was to cripple effective work of the health, agriculture, and 
other technical cooperation programs overseas. The delay also caused 
many of our friends in the underdeveloped countries to feel that the 
United States might be abandoning this essential program. 

There is ample precedent and authority under the law to make an 
18-month authorization and also to appropriate for that period. The 
United States practice has been to make commitments which, when 
obligated, may be paid over a 2-year period beyond the fiscal year. In 
the past the United States has made its payments in several install- 
ments throughout the year. This is perfectly satisfactory so long as 
the United Nations is sure that the funds are forthcoming for a con- 
tinuing program. 

As this committee knows, the requested $24 million would provide 
$8.5 million for the balance of this current calendar year, bringing the 
1955 contribution up to $15 million. The 1956 calendar year appro- 
priation would be $15.5 million. 

The administration has proposed that the United States contribu- 
tion for 1956 not exceed 50 percent of the total contributions to the 
U. N. technical assistance program. The proposed $15.5 million 
authorization would be matched by increased contributions from other 
countries. 

One of the fine things about the U. N. program is that the other 
countries are so enthusiastic about it that they have been continuously 
increasing their contributions. ‘Twenty-two countries have pledged 
increases of $1.4 million in 1955 over 1954. 

While these contributions are small measured in United States dol- 
lars, they do indicate increases of 20 percent for France, 23 percent 
for Great Britain, 25 percent from Australia, 27 percent from Den- 
mark, and 33 percent from India. Some of the other contributions 
have increased by 33, 50, 100, and 233 percent; but some of these may 
be just catching up on originally small contributions. 

What is more significant than the total contributions of the other 
countries is the fact that already 65 countries have made pledges for 
this current year’s program, and that experts from over 63 nations 
are working in 71 countries and territories under the program. 

Also, the per capita payments of several other countries are higher 
than the contribution of the United States. The amount requested 
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in this authorization before your committee would bring the United 
States contribution up to 9.1 cents per capita. 

Denmark is contributing at the rate of 12.6 cents per capita; Nor- 
way, 11.9 cents: and Canada, 9.8 per capita. If we figure contribu- 
tions on the basis of what we have already committed in 1955, we would 
find that Sweden, the Netherlands, Australia, Switzerland, and Great 
Britain are contributing more per person than we are, this in spite 
of the fact that our standard of living is the highest in the world. The 
proposed contribution of 9.1 cents per capita for U. N. technical assist- 
ance is less than the per year cost of a candy bar, and quite a bit less 
than a pack of cigarettes. 

A recent United Nations report points out that— 

The task is inherently a long-term one: To put skill in untrained hands, to 
grow more food for empty stomachs, to increase earning power to fill lean purses, 
to choke off the sources of debilitating diseases, to increase human knowledge 
and understanding, all requires time. 

In spite of this long-term nature of the program, several dramatic 
things have been accomplished. 

Use of other governmental agencies—During the early years of the 
development of American agriculture, the land-grant colleges per- 
formed an unusual service not only in the training of agricultural 
specialists, but also in the development of the agricultural extension 
program which, in many respects, provided technical assistance for 
our own American farmers. 

It was quite fitting that Dr. Henry Bennett and his successors in the 
technical cooperation program should lean on advice and counsel of 
these colleges, and that the Foreign Operations Administration should 
make contracts with some 40 of these colleges to actually carry out 
United States technical cooperation programs in the various countries. 

Although the land-grant colleges are not voluntary or nongovern- 
mental organizations, they are very close to the people, and they have 
focused the interests of the citizens in various States on the country 
a given land-grant college was serving. This itself has been an im- 
portant factor in American understanding of the technical coperat- 
ing program. 

Furthermore, the land-grant colleges, working under contract, could 
rotate its specialists. This makes it possible for an expert to go into 
the point 4 program without sacrificing his long-range association 
with his college. This has also provided important backstopping for 
the specialists and has simplified the long, drawn-out clearance pro- 
cedure which has been one of the roadblocks to effective recruitment 
of specialists for the program. It should be noted. of course. that 
these advantages of the contracts with land-grant colleges are offset to 
some extent by the fact that a single institution is more limited in its 
technical resources than is the Government as a whole, and that there 
is a tendency to stop with technical assistance where some strategical- 
ly placed economic aid could multiply the effect of that assistance 
many fold. 

The role of the voluntary agencies—The United States Govern- 
ment has neglected an important source of strength in its technical 
cooperation program in not making as effective use of the voluntary 
organizations as it has of the land-grant colleges. 
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It was the American missionaries, supported by the great religious 
bodies in this country, which pioneered in agricultural, medical, and 
educational missions overseas. ‘These were the forerunner of point 
4 and provided much of its inspiration and the public acceptance 
which has continued to support the technical cooperation program. 
I remember dropping my dimes in the mite box in my Methodist 
“Mission Band” when I was a child to support agricultural missions 
in India. 

There have been a few contracts made with voluntary organiza- 
tions. Most noted perhaps have been those with the American 
Friends Service Committee. Much more vigorous effort should be 
made to expand this type of activity. The Cooperative League, which 
is one of the member organizations in CARE, would like to make a 
particular appeal for further use of that cooperative organization 
in the technical cooperation field. 

CARE has pioneered in people-to-people programs, starting with 
relief and moving into the fields of rehabilitation and development. 
Occasionally the public is guilty of “typecasting” in characterizing an 
organization as identified with only one program. 

Actually CARE has carried forward substantial programs in the 
field of self-help, cooperating with our own Government and with 
the World Health Organization, Food and Agriculture Organization, 
and UNESCO. It is now moving substantial quantities of agricul- 
tural surpluses abroad and has field staff and know-how which would 
equip it to carry forward several important technical cooperation 
programs under contracts similar to those made with the land-grant 
colleges. 

Many of the other voluntary organizations, might make similar 
contributions. 

Other recommendations.—The Cooperative League is happy to sup- 
port the provisions in the bill for aid to refugees, particularly the 
work of the U. N. High Commissioner. 

The U. N. Children’s Fund has been performing a function worthy 
of continued support. 

As a measure to stretch the United States voluntary relief dollar, 
the Government’s program for repaying ocean freight has been of 
particular importance. We commend the continuation and enlarge- 
ment of that program. 

In conclusion.—We wish to urge that more attention be given to the 
use of agricultural surpluses in overseas aid. The Agricultural De- 
velopment Act of 1954 was an important first step in the right direc- 
tion. We feel, however, that so long as there are surpluses which can- 
not be used effectively for domestic purposes, we should make every 
effort to utilize them to build and strengthen friendship abroad. This 
can be done most effectively when distribution is handled by a volun- 
tary agency or agencies, where United States personnel supervise dlis- 
tribution to the point of consumption. This can be in refugee camps, 
orphanages, hospitals, school-lunch programs or any other groups of 
consumers who would not be in a position to make purchases in their 
own right. This would prevent any interference with the normal 
market, but would eventually build world friendship, and eventually 
a market for agricultural products. CARE has done an outstanding 
job in this field. We strongly urge that a program of overseas aid in 
this field be given greater consideration. 
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Chairman Ricuarps. Thank you, Mr. Campbell. Are there any 
questions ¢ 

Mr. Apar. Mr. Campbell, first, let me express my appreciation for 
what you have said about the increased use of voluntary agencies, a 
sentiment which I share. 

Let’s go back for a moment, however, to your recommendation con- 
cerning the use of the United Nations as the technical cooperation 
agency. It is your point of view, as I understand it, that we should 
be more prompt and perhaps a little more generous in our contribution 
to that particular field ? 

Mr. CampsEty. Yes. 

Mr. Apam. Can you give us just for the sake of comparison how 
other nations are paying into that fund with respect to promptness? 

Mr. Campszeii. Almost every country has a problem on its fiscal 
year. The fiscal year for one country starts in April, another in 
June and another might be in October. The U. N. has gone to a 
calendar year. The Pledging Conference takes place in November 
preceding the next calendar year. The State Department in the last 
2 or 3 years, and back in the previous administration also, went to 
those pledging conferences and said how much the United States 
would contribute, but said that without having any appropriation 
back of it for that amount. 

It was sticking its neck out each time. What we are recommending 
is that we make our appropriation far enough in advance so we can 
make a pledge which is already a firm pledge at the November session 
for a calendar year that begins in January. What would be required 
isan 18 months’ appropriation now. Then next year an annual appro- 
priation beginning with the contribution actually made in the succeed- 
ing calendar year. Other countries are using that same kind of 
procedure. 

Mr. Apatr. My specific question, Mr. Campbell, is this: Are the 
other nations which contribute to this, and I believe you said there 
ee 65 now, are they meeting their commitments promptly and in 

u 

Mr. Camesety. All of them except 2 or 3. The chart that I have 
here from the U. N. shows the U. S. S. R. has not come in with its 
contribution yet. Two or three of the smaller countries have not. 

A great majority of all the countries pledge and fulfill their pledges 
and on time. 

Mr. Apatr. Hasn’t that been the history in the past years as well! 

Mr. Campsety. Yes. It is a tribute to the program that it is so 
ae that the U. S.S. R. came in on it after it was an accomplished 

act. 


Mr. a Even though they have come in late and very sparingly, 
et us sa 

Mr. Campsety. That is right. They are putting their money only 
in rubles so that it can’t be used in many places. 

Mr. Apatr. That is the point I did want to make clear for the record, 
the extent to which the U.S. S. R. had contributed. 

What is your opinion, Mr. Campbell, as to the respective merits of 
multilateral as opposed to bilateral agreements between our country 
and other countries for this type of assistance ? ; 

Mr. Camrsett. This is a very practical matter. We prefer the U. 
N. technical assistance program where all the countries can partici- 
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pate in the contribution toward a cooperative program. We realize, 
however, that if the United States participation is so great that it 
dominates it completely, it ceases to be a cooperative program. The 
State Department has recommended that, starting in 1956, the United 
States not contribute any more than 50 percent of the total amount. 
We had contributed one year something in the neighborhood of 60 
percent. We have been cutting it down. If we continue contributing 
at the rate of 50 percent to the U. N. program, we can’t do as much in 
technical assistance as we would like to and are already able to and 
are doing. What we suggest is that the United States continue to put 
50 percent into that U. N. technical assistance program, then do the 
balance of the work ourselves through either the United States techni- 
cal assistance program or the voluntary agencies or land-grant 
colleges. 

It isa practical matter. Even as good as the U. N. program is, we 
would spoil it if we put 95 percent into that program in order to try 
to make it work. 

Mr. Aparr. To approach the question from the other side, suppose 
a country says to us, “We would appreciate your assistance. We would 
rather that it be a direct bilateral arrangement between our country 
and yours.” What would you say with respect to that? 

Mr. CampseLt, That is perfectly satisfactory. Some countries will 
want that. 

Mr. Apatr. To that extent, you feel the wishes of the recipient or 
cooperative country should be respected, even though it meant going 
outside the U. N. program ¢ 

Mr. Campse... That is right. We feel it is fundamental that no 
country be given technical assistance unless it asks for it and wants it. 
Also, there be no technical assistance given unless the recipient coun- 
try puts up something in return, either local expenses or some other 
contribution to the program. Actually, over the past few years in our 
bilateral program, the receiving countries have put in about three 
times as much in value as we have put in. Ours is in dollars and 
United States personnel, and theirs is in local expense money. So it 
isn’t quite as hard for them to do it. 

Always a country must ask for technical assistance, and must do 
something in return to help itself, 

Mr. Aparr. Let me subscribe, Mr. Campbell, also to those senti- 
ments which you have just expressed. Thank you, Mr. Chairman. 

Chairman RicHarps. Thank ou very much, Mr. Campbell. The 
next witness is Mr. Andrew J. Biemiller, representing the American 
Federation of Labor. 

I would like to say for the younger members of the committee that 
Mr. Biemiller is a former able and respected Member of the House of 
Representatives. Weare glad to have you here. 

Mr. Zastocxi. Mr. Chairman. May I say Mr. Biemiller is a fellow 
Milwaukean and I am very happy to welcome him back. 


Mr. Fuuron. May I say from the Republican side that we are glad 
to see him back, too. 
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STATEMENT OF HON. ANDREW J. BIEMILLER, MEMBER, NATIONAL 
LEGISLATIVE COMMITTEE, AMERICAN FEDERATION OF LABOR 


Mr. Bremitier. I wish to thank all the members for their kind 
remarks. 

Chairman Ricuarps. How long is your statement / 

Mr. Bremitter. It will take me about 10 minutes. 

My name is Andrew J. Biemiller. I am a member of the national 
legislative committee of the American Federation of Labor and appear 
on behalf of that organization. My office is located in the A. F, of L. 
Building, 901 Massachusetts Avenue NW., Washington, D. C. 

The American Federation of Labor has consistently supported the 
foreign aid and technical assistance programs in which our Govern- 
ment has been engaged during the past several years. 

We are gratified that bipartisan support for the basic assumptions 
and objectives of these programs has been growing. 

We believe these programs have been of prime importance in our 
fight against the Communist conspiracy. Western Europe has been 
saved from the threat of communism and its economy placed on the 
road to economic health. Through technical assistance we are opening 
new vistas of higher living standards to the economically undeveloped 
countries of the world. 

It is imperative that our economic aid and technical assistance 
programs be continued at this time. 

On May 6 of this year the executive council of the American Federa- 
tion of Labor warned : 

The Kremlin is now seeking time in which to overcome its own difficulties, to 
strengthen its military establishment and destroy the vigilance and unity of the 
democratic fold. For these reasons the Moscow-Peiping Axis is not resorting 
today to frontal acts of direct aggression which might precipitate a world war. 
It now seeks to obtain its next objectives primarily through negotiations and 
so-called peace maneuvers. 


After analyzing the situation in Europe the executive council state- 
ment went on to make certain recommendations directed to clarifying 
the political and economic situation, including the following: 


The idea of European unity should be furthered in a practical manner through 
American economic aid and technical assistance to such specific projects for 
European integration as the establishment of a free Europe authority to con- 
struct and operate continental oil pipelines; unify the European rail, water, and 
air transport systems ; coordinate the electricity, waterpower, and atomic energy 
resources ; and launch all-European health and cultural projects. 

Toward assuring the democratic character of such projects and the great 
mass of the people sharing equitably in the benefits thereof, the free trade unions 
of the cooperating countries should be drawn into active consultation and full 
participation in their policymaking bedies. 


In a statement on Asia issued on the same date our executive council 
urged a course of action by our Government including : 

Increased aid to the peoples of the underdeveloped countries for raising their 
productivity and purchasing power, overcoming illiteracy, improving their health, 
and building up stable institutions of self-government and free trade unions. 

The American Federation of Labor particularly welcomes this op- 
portunity to appear before your committee to present the considered 
judgment of its members on the matter of the technical assistance 
program. 
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We have always been enthusiastically in favor of the objectives and 
philosophy of the technical assistance program. We are convinced 
that no program is more important to the peace and well-being of the 
world. Our own country will be strengthened if the economic, social 
and political institutions and the moral fiber of the free world are all 
made stronger. One of the greatest forces against communism is the 

t . a 2 ° y ~ * . > } 
willingness of America to share freely, without overtones of colonial- 

J ° . > 2 mod ; 
ism or imperialism, the benefits of human progress with other people. 

In 1949, the first year of the technical assistance program, the con- 
vention of the American Federation of Labor said: 

Hunger, social injustice, poverty, and despair are the strongest allies of dictator- 
ship and war. The surest way of safeguarding democracy, security, and peace 
is to raise the standards of living of the peoples of the earth. As the leading 
democratic country and the nation with the highest industrial development, we 
have the greatest moral and material responsibility for helping the peoples of 
the world to harness modern technology in the service of human well-being, 
peaceful social progress, and international harmony. : ’ 

The struggle between the forces of human freedom and the battalions of 
totalitarian despotism for the souls and minds of men is fast approaching the 
hour of decision. The American people are in a privileged position to help 
expand and improve the economic foundation for the democratic aspirations and 
cultural progress of the aroused peoples of Asia, Africa, and Latin America. 
Furthermore, American assistance to the economic and social development of 
these nations will not only fortify the cause of human liberty, but also enhance 
our own democratic vitality and prosperity. Hence, help in developing the 
underdeveloped areas is a decisive feature of our country’s foreign policy and 
a powerful aid to the transformation of the U. N. into an effective instrument of 
world peace. i. 

To improve the productive resources and the conditions of life and labor for 
more than half of the world’s population is a task which involves far more 
than economic problems, Effective assistance must envisage not only technical 
aid and the provision of capital. Point 4 carries with it social, cultural and inter- 
national overtones of major import. Not only capital investment and technical 
know-how are required. Human training and retraining are absolutely essen- 
tial. Not only material but human resources will have to be planfully invested. 

The A. F, of L. also made several suggestions for implementing these 
ideals. They included: 

1. Have recipient as well as assisting nations join in the planning. 

2. Wherever possible have more than one nation drawn into the 
sponsorship, using the United Nations and its specialized agencies as 
the machinery, provided however, that no veto power should be per- 
mitted, 

3. No interference in each other’s domestic affairs or political life 
and no violation of sovereignty. 

+. Use an ever-increasing number of natives in the program. Help 
native peoples develop free and democratic trade unions, farmers and 
consumers organizations as well as be trained in industrial, agricul- 
tural and distributive efficiency. 

). Workers must be given a just share of the benefits-‘of rising pro- 
ductivity and efficiency. Workers must be guaranteed the right to 
join free trades unions and engage in true collective bargaining. Min- 
imum wage standards and decent working conditions in accordance 
with ILO standards must be established, including no racial diserim- 
ination or forced labor. 

Ps To avoid the evils of absentee-ownership, control and ownership 
t Important projects should rapidly be placed in the hands of the 
country aided in accord with the economic forn 


is its own people dem- 
ocratically determine. 
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7. In order to obtain maximum cooperation of working people and 
achieve the worthy goals of technical assistance, the respective free 
trade unions should be represented on all important planning and 
project commissions. 

The Foreign Operations Administration tells us that the point 4 
program has great accomplishments to its credit. They claim spec- 
tacular successes have been achieved in many countries, particularly 
in the advancement of public health and agricultural techniques. 
They tell us recipient countries have matched our financial outlays 
with from 2 to 27 times our contribution. 

In most instances, they inform us, successful projects are now en- 
tirely in the hands of the nationals of the assisted countries and the 
impact of the original project has been felt many times over. 

But valuable as these programs have been we do not believe they 
have ever reached their full potential. We do not believe all possible 
efforts have been made to enlist the full participation and cooperation 
of native peoples, particularly in the existing trade unions. 

Nor has the United States given the spiritual inspiration and active 
and consistent leadership, which we are by our tradition and history 
so well equipped to give, to the colonial and undeveloped areas in their 
struggles for national independence and a better life. 

Point 4 has come closer than any other program but it has never com- 
pletely made use of the human resources at its command. Nor have we 
come forward with an adequate financial program for the technical 
advancement and economic improvement of the industrially undevel- 
oped countries which could make their raw materials, so necessary to 
our economy and defense program, available in adequate quantity. 


In this connection the 1953 convention of the American Federation 
of Labor said: 


The American Federation of Labor, having been among the first to demand that 
the free world offer the backward national a constructive alternative to com- 
munism has consistently and strongly supported the point 4 program, and the 
United Nations technical assistance program. The monumental task which eco- 
nomic development presents cannot be accomplished without the help of the free 
trade union movement. Nor can its objectives, of elevating living standards 
and strengthening freedom and democracy, be gained without the encouragement 
of the development of strong free trade unions in the nations we seek to aid. 
We have insisted, therefore, that trade union training, workers’ education, and 
the promotion of fair labor standards and full worker participation must be 
accepted as an essential feature of technical assistance programs. 

Capital funds must be made available in greater volume for the purposes of 
the development program. Private foreign investment, accompanied by strict 
political and social safeguards against the abuse of power by outside interests, 
must of course be stimulated and encouraged. But private capital alone cannot 
do the job, for there are many necessary projects which are inappropriate for 
private investment and which private capital would not undertake. For these 
purposes, an international development fund, financed by the economically 
advanced countries, is needed as a source of capital. 

We deplore the inadequacy of the funds made available to date for aid to 
underdeveloped countries. Both TCA and the United States contribution to the 


multilateral United Nations technical assistance program should be greatly 
expanded. : 


In 1954 our convention recommended the International Develop- 
ment Fund concept be extended to include funds for purchase of con- 


sumer and other goods on an installment plan, suggesting a fund of 
$10 billion be established for this purpose. 
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We further recommended an international conference of the free 
world be called to further this proposal. Our executive council meet- 
ing in February 1955 reiterated this proposal. ‘ : 

The Foreign Operations Administration formed in 1953 took over 
the functions of the Mutual Security Administration, the Technical 
Cooperation Administration, and the Institute of Inter-American Af- 
fairs. Top leaders of the A. F. of L., the CIO and the Railroad 
Brotherhoods are serving on a Labor Advisory Committee to the FOA. 

Labor advisers are being appointed to the missions abroad. We 
believe considerable progress has been made during the past year and 
that the unification of these agencies has proven of real value. We 
hope the recognition accorded the trade union centers of the United 
States will be extended to the free trade unions of all the recipient 
countries, 

It is a matter of historical fact that free trade unions are the most 
dependable and strongest factor in the fight against dictatorship. The 
unions in all the free countries must be strengthened and encouraged 
to stand on their own feet. A properly run point 4 program can make 
a significant contribution to this desirable end. 

In summarizing may we again state: 

1. We believe the technical assistance program can do great good 
and we call for increased appropriations for both bilateral and United 
Nations technical assistance, including the establishment of an inter- 
national development fund. 

2. The most good can come from establishing contact between indi- 
v-duals and groups who understand the problems involved and we call 
for full participation of representatives of the basic economic groups 
of the peoples involved, particularly the free trade unions. 

3. An economic conference of the nations of the free world to devise 
ways and means of still furthering economic cooperation, including 
representatives of basic economic groups, would ako immeasurably 
in strengthening the economy of the free world and the resistance to 
the spread of communism. We urge the Government of the United 
States take the initiative in calling such a conference. 

Mr. ZaBLocki. As was expected, it is a fine statement. Are there any 
questions ? 

Mr. Fuiton. Don’t you think more emphiasis should be given in our 
foreign aid programs toward the development of Central America, 
South America, as well as Africa ? 

Mr. Bremitier. We certainly would favor the extension of the pro- 
gram, as we have stated. There is no question that the further devel- 
opment of our aid to Central America and South America would meet 
with our hearty approval. 

Mr. Fuuron. The point I want to make is in order to have a balanced 
program should the program not in the future be more nearly propor- 
tioned so that Africa and South America will then be given more at- 
tention and a greater proportion ? 

_ Mr. Bremixier. That is a matter I would not want to pass immediate 
judgment on in detail. As a generalization, I would certainly say we 
have to pay more attention to the underdeveloped countries. ; 

I think there is also a question which I would not want to discuss 


at this point in detail, as to further utilization of the organization of 
American states. 
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Mr. Fuiron. The representatives that come before our committee 
are trying to sell us positions, and so sometimes we try to sell in 
reverse. 

Mr. Bremiuier. It is a very legitimate activity of any committee 
meeting. 

Mr. Fuuron. I feel there should be an expansion of industrial de- 
velopment loans, which I believe is in line with your thinking. I have 
criticised from time to time the activities of the Export-Import Bank 
chiefly regarding the lack of good use of the $5 billion total authoriza- 
tion which Congress has given the Export-Import Bank. Within the 
past 6 months there has been $2.8 billion worth of that authorization 
unprogramed, unplanned, and unused. Likewise, coming due in this 
particular year is approximately $400 million worth of rotating loan 
money, adding to the amount of funds available for industrial de- 
velopment. 

The comment of various people about the Export-Import Bank is 
that they are doing the best they can, that many of these countries 
don’t come up with adequate planning and programs. So the pro- 
grams that are submitted are acted upon, but they aren’t getting 
enough well-planned regional programs to put the money out. 

I would like to enlist the aid of the AFL and the various labor or- 
ganizations of the country to press to get adequate planning of proj- 
ects, and particularly in South America, Central America, and Africa. 
We can move ahead with the $2 to $3 billion that could be in use as 
a revolving fund for prompt development of underdeveloped areas, 
and such program would be a tremendous push toward raising the 
standards of living of those countries. 

Secondly, it would make them better customers for the United 
States to have higher living and industrial standards among our 
neighboring countries. 

Mr. Bremittier. I think certainly, as you notice, Mr. Fulton, in our 
testimony, we believe the time is ripe for calling an economic con- 
ference of representatives of the free world so that we can more ef- 
fectively utilize the funds and the agencies that are available. In our 
humble opinion, more funds should be made available. Certainly part 
of that conference would be to devise such techniques for such funds 
as are available. 

Mr. Fuuton. We have a tremendous fund authorized by this Con- 
gress when it authorized the increase of the fund of the Export-Im- 
port Bank from $4 billion to $5 billion that is not being fully used. 
If the underdeveloped countries could feel the sudden impact of a $2 
or $3 billion program of development, this would certainly react 
greatly to the benefit and raise the standards of living of the people 
of our allies. Likewise in the city of Pittsburgh it would cut out some 
of the large unemployment we now have, because in many cases we 
can’t sell South American countries. For example, in South America, 
which are our best customers in the United States, we in Pittsburgh 
alone could expand by selling them road building equipment, rail- 
road equipment, electronic equipment, all sorts of communication 
equipment. 

For example, in Brazil, if the country was opened up for the de- 
velopment of resources, and to bring the outlying agricultural prod- 
ucts to market, we in Pittsburgh would gain just about as much as 
they would. 
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Mr. BremmuerR,. President Meany in his testimony to the Randall 
(Commission about 18 months ago made it amply clear that we strongly 
favor all possible moves toward strengthening international trade to 
accomplish the point you are making. 

Mr. Furron. I have objected to the movement away from the ap- 
proach of the Milton Eisenhower report of November 1953 for the 
economic development of South America. Likewise, I have objected 
to the moving away by the Treasury Department of the United States 
from the position taken by the Eric Johnston Committee report of 
September 24, 1954, which is the President’s Committee for Foreign 
Economic Development, when it came up with a program called eco- 
nomic program for the Americas. 

At the Rio Conference when Secretary Humphrey spoke as to what 

was to happen in South America on development and our interest in 
them as good partners now, he did not implement the Milton Eisen- 
hower report nor did he implement the Johnston Committee report, 
often called the Grace report. There had been many outstanding 
people serve on the Johnston Committee such as Mrs. Robert Vann, 
publisher of the Pittsburgh Courier, and Dr. Thomas Parran, former- 
ly head of the Public Health Service. 
In this administration there seem to be two views. One is that the 
United States will balance the budget and let these allies settle down 
first to get. a climate to good bank loan risks. The other is to get the 
money out on good loans, help these people develop, make them to 
become good customers, and raise their standard of living, which then 
makes the loans continue good. 

Mr. Bremitier. The American Federation of Labor has been very 
critical of the hard money policy and the restrictions that have devel- 
oped from it. 

I reiterate we want to see all means used of strengthening inter- 
national trade and strengthening our assistance to developing the 
backward countries. 

Mr. Fuiron. I hope the American Federation of Labor through 
vou and others will develop a strong position backing the Milton Eisen- 
hower report approach as well as the Johnston Committee report 
approach on the development of Latin America, Central America and 
South America. 

Mr. Bremtiier. I will be very happy to convey your views to Presi- 
(ent Meany and the executive council. 

Mr. Futron. As you know, I missed my Thanksgiving dinner in 
making a statement where I said we should reconsider the United 
States hard money policy which is costing the individual South Amer- 
icans 30 to 85 percent interest on the mortgage of houses. The average 
businessman is paying 15 to 30 percent for the money to build and to 
expand the economy. This shows the tremendous capital fund short- 
age in South America, Further, I would like to see set up something 
like a foreign FHA program for Latin America. There is some small 
setup of that type in India, where the average man can come in and 
vet some start either in small business or help on reasonable interest 
rates. At some point if South America is to develop strongly we must 
then supplement local capital with Government assistance which will 
help break this logjam of lack of capital and these exorbitant rates of 
interest. Do you agree with that ? 
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Mr. Bremiiuer. Quite. ; 

Mr. Zastockr. Your questions as usual, are very lengthy but very 
penetrating, Mr. Fulton. 

Mr. Furton. I would like to call attention to the International Fi- 
nance Corporation that has been again suggested by Secretary 
Humphrey as a subsidiary of the International Bank for Reconstruc- 
tion and Development. That proposal is simply a corporation of 
$100 million capital for the whole world to be set up by 30 nations of 
which our Nation is one. The United States would contribute $35 
million to it, and $65 million would be contributed by other countries, 
mostly in soft currencies. 

To offer that Corporation as a panacea for the develpoment of the 
world, or for South America, is an assumption that won’t go very far. 
So between emphasizing a small speck like that, which has once been 
turned down by this Congress last year, or turning and aiming the 
policy toward getting out the Export-Import money which will have 
an effect on our Treasury and budget, is the difference between really 
developing or else just sitting and promising. 

I would like your organization to consider that, too, in the amount 
of weight they put on policies of development. I hope they won't 
simply think that the International Finance Corporation is enough to 
be of any account in a large problem such as the development of the 
Southern Hemisphere. let alone the world. 

Mr. Bremitier. I think you make the point very well. You notice 
the figure we have suggested is $10 billion which we feel could be ade- 
quately utilized today. 

Mr. Furron. Might I suggest that you should back the United Na- 
tions Economic Commissions’ figures of $1 billion for Latin America 
as a starting point for the implementation of the Milton Eisenhower 
type approach. 

Mr. Hays of Arkansas. Mr. Fulton spoke of the fact that some 
countries might be setting up something similar to the Farmers’ Home 
Administration approach. You were speaking of India; were you 
not ¢ 

Mr. Fouuron. Yes; starting small businesses. They have a direct 
approach. 

Mr. Hays of Arkansas. Some of the Latin American countries have 
already done something of that kind. Costa Rica, for example, have 
they not? 

Mr. Bremitter. I am not familiar with that situation. 

Mr Zastocki. Thank you, Mr. Biemiller. 

Mr. Furtron. Thank you very much, Mr. Biemiller. May we put 
in the record that we appreciate your statement and liked your com- 
ments. 

Mr. Zanxockr. Our next witness is Mr. John T. Byrne. I under- 
stand you have a memorandum from your association, and a brief 
summary that you want to present as a statement ? 


STATEMENT OF JOHN T. BYRNE, ASSOCIATION OF MARINE 
UNDERWRITERS OF THE UNITED STATES 


Mr. Byrne. I have an extended statement I would like to file. | 
Mr. Zastockt. Without objection, the extended memorandum wil 
be included as part of the record at this point. 
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(The material referred to is as follows :) 


MEMORANDUM OF THE ASSOCIATION OF MARINE UNDERWRITERS OF THE UNITED 


STATES TO THE COMMITTEE ON FOREIGN AFFAIRS OF THE HOUSE OF 
REPRESENTATIVES 


Since the inception of the ECA, American marine underwriters have sought 
only the right to compete for the marine insurance on shipments financed by BCA 
and its successors, MSA and FOA. At no time have they sought a preference 
or subsidy of any kind. 

In September 1948 ECA declared that its policy was not to provide dollars 
for the payment of marine insurance premiums on ECA-financed commodities. 
Unable to induce ECA to change this regulation, the American marine insurance 
underwriters brought the matter to the attention of the Joint Committee of the 
House and Senate on Foreign Economic Cooperation and a hearing took place on 
February 16, 1949. At the hearing the chairman of the joint committee requested 
the representatives of ECA and the underwriters to endeavor to work out a sat- 
isfactory solution of the problem. 

Thereafter there were further meetings between the representatives of ECA 
and the underwriters and on February 28, 1949, ECA announced a modification 
of its policy on marine insurance and stated that it would finance dollar insur- 
ance in connection with ECA-financed commodities when requested by the par- 
ticipating country. The underwriters protested the ruling as unsound and 
pointed out that it gave no relief to the American marine insurance market 
since it did not provide for normal terms of sale or give the American market 
a fair opportunity to compete for the insurance. Underwriters further pointed 
out the regulation was unsound from ECA’s own point of view since the failure 
to provide for commercial practice on competitive rates left no safeguard for the 
cost of the insurance premiums which would be charged. On March 2, 1949, 
the chairman of the joint committee wrote to the Administrator of ECA pro- 
testing the regulation. 

On March 8, 1949, Senator Connally, a member of the joint committee, intro- 
duced S. 1209 which subsequently became Public Law 47, S8lst Congress, and 
now constitutes section 112 (j) of the Economic Cooperation Act of 1948, as 
amended, as follows: 

“The Administrator shall, in providing assistance in the procurement of com- 

modities in the United States, make available United States dollars for marine 
insurance on such commodities where such insurance is placed on a competitive 
basis in accordance with normal trade practices prevailing prior to the out- 
break of World War II.” 
Thus it will be seen that before the enactment of section 112 (j) and even be- 
fore the introduction of S. 1209, ECA had already modified its policy and agreed 
to finance dollar insurance when requested by the participating country, so it 
cannot be:elaimed that the purpose of section 112 (j) was merely to compel the 
Administrator of ECA to provide dollars for marine insurance since he was al- 
ready doing so. The purpose of section 112 (j) was that the granting of dollars 
for marine insurance should not be conditioned upon a request by the participat- 
ing country but upon the placement of the insurance on a competitive basis in 
accordance with normal trade practices prevailing prior to World War II. 

The ECA Administrator refused to change his regulation and FOA still re- 
fused to grant dollars for the payment of marine insurance premiums unless the 
participating country requested it. Most participating countries refused to 
request dollars for marine insurance unless the insurance was placed in their 
domestic insurance markets and by this discrimination in favor of their domes- 
ic insurance markets to the detriment of the American insurance market they 
were able effectively to prevent the American insurance market from com- 
peting for the insurance. 

The purpose of adding section 112 (j) was to remove marine insurance from 
the category of services which the participating country could in its discretion 
authorize or not authorize, and place marine insurance in the sphere of inter- 
national competition, where it has historically stood. This purpose of section 
112 (j) was made clear by a colloquy which took place on the floor of the Sen- 
ate on July 1, 1953 (see Congressional Record for July 1, 1953, p. 8000). Sen- 
— Saltonstall, after referring to section 112 (j) said: 
ang * Nevertheless, as a practical matter, MSA refuses to allocate dol- 

S for the payment of premiums on marine insurance except upon the 
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request of the participating country. Since participating governments in most 
cases do not make such requests unless the insurance is placed in the market 
of the participating country, American insurance companies are effectively kept 
from insuring the shipments and in fact competition is eliminated. Is that the 
Senator’s understanding of the way this provision was intended to work? * * *” 
Senator Smith of New Jersey, in reply to this question, stated : 

“In other words, I do not think that this provision of the act should be in- 
terpreted by the Administrator so as to give a competitive advantage to the 
marine insurance markets of the countries we are trying to help economically.” 
This colloquy was called to the attention of FOA. FOA, however, remained 
adamant and refused to change its ruling which conditioned the allocation of 
dollars for the payment of marine insurance premiums upon the request of the 
participating country. 

The regulations of FOA and the refusal or failure of the participating coun- 
tries to request dollars for marine insurance premiums have effectively pre- 
vented American marine underwriters from competing for the insurance on 
FOA shipments. This is evidenced by appendix 1 which shows that for the 
period from January 1, 1953, to June 30, 1954, only 5.21 percent of FOA ship- 
ments were insured in the American marine insurance market. Appendix 2 
shows that only 27.57 percent of the cotton exported under FOA during the period 
July 1, 1953, to June 30, 1954, was insured in the American market. It has 
been estimated that before the inception of ECA more than half of United States 
export and 80 percent of the cotton exported from the United States were in- 
sured in the American market. It is clear, therefore, that by reason of the 
FOA rulings the American marine insurance market has lost a substantial por- 
tion of the insurance it would normally write on American exports if the Amer- 
ican market were allowed to bid for the insurance in an open, competitive, 
international insurance market. 

The growth of discrimination in marine insurance by foreign countries—laws, 
decrees, and regulations which require that commodities shipped to or from 
their countries must be insured in their domestic insurance markets—has been 
a disturbing factor in international trade since World War II. Such laws in 
effect give the foreign country’s domestic insurance market a monopoly on the 
insurance on exports and imports, and with the removal of international com- 
petition, the insurance premiums inevitably become higher. This discrimina- 
tion has reached such alarming proportions that it has become the concern 
of various international organizations. 

The Economic and Social Council of the United Nations at its 13th session 
in 1951 passed Resolution 3879G (XIII) which requested governments to adopt, 
insofar as possible, a policy of nondiscrimination in transport (marine) insur- 
ance, and to permit the placing of transport insurance on the most economic 
basis. The Secretary-General of the United Nations made a study of this type 
of discrimination which is the subject of a report, Document E/CN.2/139, Decem- 
ber 23, 1952. Since that report was made Colombia, Mexico, and Pakistan have 
promulgated laws or regulations which in effect require all imports into those 
countries to be insured in their domestic insurance markets. FOA, by its refusal 
to grant dollars for marine insurance unless the participating country so re- 
quests, encourages participating countries to discriminate against the American 
marine insurance market, and to require that the insurance on FOA-financed 
shipments be placed in the domestic insurance markets of the participating 
countries. 

In addition to thwarting the will of the Congress as expressed in section 112 
(j) of the Economic Cooperation Act of 1948, as amended, FOA has failed to 
support the congressional policy of fostering a strong American marine insurance 
market. In the declaration of policy of the Merchant Ship Sales Act of 1946 
(50 App. U.S. C. 1735), it is stated : 

“(a) It is necessary for the national security and development and maintenance 
of the domestic and the export and import foreign commerce of the United States 
that the United States have an efficient and adequate American-owned merchant 
marine * * * supplemented by efficient American-owned facilities for * * * 
marine insurance, and other auxiliary services.” 

Even more recently, in 1949, the House Merchant Marine and Fisheries Com- 
mittee in Report No. 220, 81st Congress, stated that: 

“The Congress has several times in the past forcefully stated its position wit! 
regard to fostering the growth of the American marine insurance market. It 
is the consensus of your committee that the Economic Cooperation Administration 
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and all other administrative agencies of the Government should keep cognizant 
of the policy heretofore expressed by Congress on this subject.” 

There is little force in the argument that the participating country should be 
allowed to refuse to request dollars for marine insurance and thereby conserve 
its dollars for other purposes. If the foreign purchaser insures in his own cur- 
rency and the commodities are damaged or lost during the ocean transport his 
loss Will be paid in the foreign currency and he will be made whole for the pur- 
chase price which he paid in his own currency into the participating country’s 
counterpart fund. Yet the commodities are still presumably needed by the 
participating country, and replacements of the lost commodities must be pur- 
chased with dollars, which necessitates a further allocation of dollars by FOA 
to the participating country which sustained the loss. In the final analysis, the 
dollar loss, in such a case, is borne by the American taxpayer. 

Marine insurance premiums constitute a very small fraction of the total 
delivered cost of the goods. In the report of the Ad Hoc Committee of the 
Specialists of the American Republics to study Freight and Insurance Rates 
to the Inter-American Economic and Social Council (Document 18 E, dated 
March 11, 1952) it is stated: “Under normal conditions of foreign trade, the 
cost of insurance represents only a small proportion of the cost of the goods 
insured. The gross cost of marine insurance on such goods usually varies from 
two-tenths of 1 percent to seven-tenths of 1 percent of the delivered cost.” 

It should also be pointed out that approximately 60 percent of total premiums 
received is returned by the insurance companies to assureds as loss payments. 
In 1953 the loss ratio of the marine insurance companies was 62.7 percent, which 
means that for every premium dollar they collected they paid out 62.7 cents 
in the form of loss payments: the loss ratio in 1954 was 57.6 percent. 

The Association of Marine Underwriters of the United States have been unabie 
to induce the FOA to change its regulations with respect to marine insurance 
so as to allow the American marine insurance market to compete for the in- 
surance on FOA shipments. The American marine underwriters now feel that 
the only way to prevent further damage being done to their market is by recourse 
to legislation. 

The language adopted by the Senate (S. 2090, sec. +4) would remove foreign 
discrimination and give the American marine insurance market the opportunity 
to compete on an equal basis for the insurance on foreign economic aid ship- 
ments. Section 4 of S. 2090 amends section 131 of the Mutual Security Act of 
1954 by adding a new subsection (d) as follows: 

“In providing assistance in the procurement of commodities in the United 
States, United States dollars shall be made available for marine insurance on 
such commodities where such insurance is placed on a competitive basis in 
accordance with normal trade practice prevailing prior to the outbreak of 
World War II: Provided, That in the event a participating country, by statute, 
decree, rule, or regulation, discriminates against any marine insurance company 
authorized to do business in any State of the United States, then commodities 
purchased with funds provided hereunder and destined for such country shall be 
insured in the United States against marine risks with a company or companies 
authorized to do a marine insurance business in any State of the United States.” 

We urgently request that this committee incorporate the same language in 
the mutual security bill that it reports out. 
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APPENDIX 1.—Paid shipments of commodities from the United States under For. 
eign Operations Administration (Economic Cooperation Administration) 
(Mutual Security Agency) appropriations compared to shipments insured in 
the American cargo insurance market, Jan, 1, 1958, to June 30, 1954* 
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APPENDIX 2.—Paid shipments of cotton from the United States under Foreign 
Operations Administration (Economic Coopertaion Administration) (Mutual 
Security Agency) appropriations compared to shipments insured in the Amer- 
ican cargo insurance market, July 1, 1953, to July 30, 1954 
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Mr. Byrne. I am John T. Byrne. I am representing the Associa- 
tion of Marine Underwriters of the United States, which is comprised 
of 73 domestic insurance companies engaged in writing ocean marine 
insurance. 

Since the inception of the economic aid program under the Marshal! 
plan, our association has sought the or to compete for the marine 
insurance on shipments financed by the Economic Cooperation Admin- 
istration and its successor agencies. 

Congressional action, as detailed in our prepared statement, has in 
our opinion endorsed the association’s position. However, the admin- 
istration of the economic-aid program by ECA, MSA, and now FOA 
has failed to give effect to the congressional action. 

Section 4 of S. 2090 which amends section 131 of the Mutual Security 
Act of 1954 by adding a new subsection (d) is intended to correct this 
situation. 

Let me —— one thing: the American insurance market is not 
asking for a handout of Government money; we are not asking for a 
shareof funds. Weareasking that one minor part of the economic-aid 
program should not be administered in a manner that does major 
damage to the American insurance market. 

Since World War II some 17 countries have enacted restrictive insur- 
ance laws or regulations which have had the effect of giving to the 
insurance market of those countries a virtual monopoly of the marine 
insurance on shipments to and from those countries. Under normal 
competitive conditions of international competition for the insurance 
on shipments, the seller and buyer of the goods usually come to a mu- 
tually satisfactory agreement for the placing of the insurance. 

However, the source of the difficulty on FOA shipments is the insist- 
ence by FOA that it will not make dollars available for insurance cov- 
erage unless requested to do so by the government of the participating 
country. Under FOA regulations all that the foreign government 
must do is neglect or refuse to request dollars for insurance and both 
seller and buyer are effectively prevented from using the American 
market even when they prefer to do so. They might, for example, 

refer to place insurance in the country of origin in order to facilitate 
oss settlements in currency that can be used to replace damaged or 
lost merchandise. Cotton shippers are among those who object strenu- 
ously to being forced to accept insurance placed in foreign markets 
and over which they have no control. 

The history of this situation, namely, the progressive deterioration 
of the competitive situation, to the point that the American insurance 
market now participates in only 5 percent of all FOA shipments— 
forces us to conclude that certain participating governments do not 
request dollar-financed insurance because of a desire or internal pres- 
sure to build up their own domestic insurance markets. It has been 
said that insurance costs are higher in this country and that is why 
more FOA shipments are insured abroad. Not only do we find no basis 
for such a statement, but on the contrary, every evidence available to 
our members indicates that insurance costs in other countries, particu- 
larly in countries with restrictive measures, are as high or higher than 
those quoted by underwriters in the United States. Our members have 
informed me of a number of instances where the rates quoted by an 
underwriter in the American market were lower than the rates quoted 
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by a restrictive market on business which was nevertheless placed in 
the foreign market because of the discriminatory practices and lays 
in that country. 

As long as FOA does not encourage the maintenance of normal 
competitive insurance practices, it is giving impetus to and indirectly 
encouraging the nationalistic ambitions of insurance markets in cer- 
tain countries receiving aid from the United States. These practices 
have been deplored by the International Chamber of Commerce, by 
the United Nations, and by the National Foreign Trade Council in 
this country, among many other organizations. Giving aid to dis. 
criminatory practices surely, is not the purpose of our foreign eco- 
nomic aid program. 

Section 4 of S. 2090 which amends section 131 of the Mutual Se- 
curity Act of 1954 by adding a new subsection (d) will, in our opin. 
ion. correct the situation. 

We respectfully urge this committee to incorporate the same lan- 
guage in the mutual security bill it reports out. 

Thank you. 

Mr. Zasvockt. Mr. Byrne, your extended memorandum includes 
the report by the Secretary General of the Economic and Social Coun- 
cil of the United Nations. Under committee rules that portion will 
not be included in the record. However, the committee will keep it 
on file. 

Mr. Byrne. There was reference made to it, but I do not think it 
need go in. 

Mr. Zapsiockt. Are there any questions? Thank you, Mr. Byrne. 

The next witness is Mr. Daniel Benedict of the Congress of Indus- 
trial Organizations. 


STATEMENT OF DANIEL BENEDICT, ASSOCIATE DIRECTOR, DEPART- 
MENT FOR INTERNATIONAL AFFAIRS, CONGRESS OF INDUS- 
TRIAL ORGANIZATIONS 


Mr. Benepict. Thank you, Mr. Chairman. While the statement is 
being passed around, I would like to say that the chairman ofthe in- 
ternational affairs committee of the CLO, Mr. Jacob Potofsky, would 
like to have been here but he cannot because he is on his way back 
from the Congress of International Confederation of Free Trade 
Unions to which the CIO is affiliated, and through which the CIO 
‘arries on a great deal of work in furthering the cause of democracy 
throughout the world. 

Mr. Zasiockt. We regret that Mr. Potofsky cannot be here to 
testify. 

Mr. Benepicr. I would rather not read the statement. I would 
like to highlight a few points in it. 

Mr. Zasiockt. We appreciate your consideration. Without objec: 
tion. your entire statement will be included in the record. 

(The material referred to is as follows :) 

Mr. Chairman and members of the committee, we welcome this opportunity 0 
testify here on the proposed mutual security program for the coming year. 

The Congress of Industrial Organizations takes pride in its early and col 
sistent support for the Marshall plan and its successor programs. Today they 


are widely acclaimed, both for their bread humanitarian purpose and for their 
substantial and perhaps decisive role in checking, and then turning back, the 
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menace of economic chaos, mass misery, and communism throughout war-de- 
yastated Western Europe. 

Today, the center of world tension has shifted to the underdeveloped countries 
of the world and particularly Asia. Recent events have shown that the most 
pressing threat to world peace and security lies in the vast area of Asia where 
770 million people, anti-Communist or uncommitted, are struggling to maintain 
their independence and to conquer their economic and social problems. 

We in the CIO are pleased to note that the President, in his message to Con- 
gress on April 20, displayed a clear recognition that it is to this area that the 
chief emphasis of our future foreign expenditures must be directed. By far the 
wajor share of funds are praposed to be expended in this key area. 

In this situation, military aid, although vital, is not enough. In Europe we 
learned that hunger, disease, and hopelessness are communism’s great allies. In 
free Asia, Where capital and technical and administrative skills are sorely lack- 
ing and the underprivileged millions live in dire want, economic aid, as well as 
arms and ammunition, is critically needed. If America and other free and more 
industrialized nations now fail to help these underdeveloped and threatened 
nations help themselves, is it not inevitable that they ultimately will be respon. 
sive to Communist threats or inducements? 

We should not lose sight of our own success in Western Europe and the lessons 
to be gained from our experience under the Marshall plan. 

In the first year of that program, our country allocated $5 billion for economic 
aid. Part of the success of that program can undoubtedly be attributed to our 
boldness in executing it. 

It is well known that we have been and are critical of certain of the methods 
used in the administration of economic aid programs. We have not hesitated 
to make criticisms and what we have believed to be constructive suggestions. 

We have said that there was too great a tendency to pour money in at the top 
of national economies, relying on the unworkable trickle-down theory to get 
more purchasing power into the hands of wage earners and working farm people. 
We have also criticized those Government officials who ignored the intent of 
Congress to aSsist in channeling aid and offshore contracts to plants in which 
management is operating on a competitive basis and workers are represented by 
free democratic trade unions. 

We renew these criticisms but, in doing so, let no one think that we are pour- 
ing out the baby with the bath, that we are damning international economic 
cooperation. 

On the contrary, we believe today as profoundly as we did in 1947 when 
George C. Marshall addressed our ninth constitutional convention that inter- 
national economic cooperation is the road to the sharing of abundance, to 
strengthening of freedom and the attainment of a just peace. 

In President. Eisenhower’s message, he reaffirms the fundamental truth that 
the preservation of our own freedom and economic well-being depends, in large 
measure, upon rising living Standards in other countries and upon higher levels 
of mutually beneficial trade among all the nations of the free world. 

We urge this committee to give serious consideration to the question of whether 
the amount requested by the Administration for Economic Development is 
adequate to meet the urgent needs of the peoples of Asia and Latin America. 
In 1948, our wealth-producing capacity was $100 billion less than it is today. 
Our country must be sure our Asian program is not “too little’ when our 
resources are so clearly adequate to give enough. 

In addition, the CIO feels that the United States should give financial support 

to international cooperation in the area of economic aid. The President, in his 
message, said : 
_ Our programs of national action are not in any manner a substitute for United 
Nations actions in similar fields. Every instance of effective measures taken 
through the United Nations on a human problem improves the ultimate prospect 
of peace in the world.” 

_The underdeveloped countries of the world, through their spokesmen in the 
U.N. have given their strongest support to the Special United Nations Fund 
for Economic Development (SUNFED). This fund would help these nations 
to build the basic functional requirements, such as transportation and power 
‘acilities, upon which industrial development must be based. 

We believe that support of this program—which has not been mentioned in the 
President’s message—administered through the U. N., would result in greatly 
tthancing American prestige abroad. In testimony before the Technical Assist- 
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ance Subcommittee of the Senate on February 23, 1955, the CIO asked authorizg. 
tion for $80 million for this purpose. We reaffirm that request at this time. 

The President has requested $5.5 million for the continuation of the West 
European technical exchange program. This program has proved of very great 
value in the sharing of technical knowledge, the strengthening of free institv. 
tions and the building of good will, and we believe it should be continued. 

One hundred and seventy-two million dollars has been requested for technica] 
cooperation programs of all types, sponsored by both the United States and the 
United Nations. These programs have demonstrated their great value in the past 
and should continue. Expenditures under these programs are matched, and ip 
many cases greatly exceeded, by contributions of the host countries, 

For example, the countries of Latin America contribute more than twice the 
United States contribution to technical cooperation programs in their own area. 

We believe that it is especially important that this committee approve the full 
$24 million requested for the United States share of the U. N. technical assistance 
programs. United States prestige abroad was shaken by the hesitant, belated, 
and inadequate approach made by the Congress to this program this year. 

The budget requests for the current fiscal year included $180 million for devel- 
opment assistance. For fiscal 1956 only $165 million has been requested. These 
funds are used to help supply capital needs as a supplement to the technical | 
cooperation programs. 

In view of the tremendous capital needs of the underdeveloped countries, it 
is regrettable that a reduction has been made in this program. 

Within the request for $175 million for special programs there is a small but 
highly important item of $1.4 million for the United Nations High Commissioner 
for Refugees. 

These funds will be used to help in the humanitarian resettlement of victims 
of war and revolt, and should be approved by this committee. 

This section also includes items of $2 million to pay ocean freight charges for 
voluntary relief shipments, and $13 million for the shipment of surplus agricul- 
tural commodities overseas. The tremendous importance of reaching particu- 
larly needy populations under this program is self-evident. 

At the conclusion of the current fiscal year the functions of the Foreign Opera- 
tions Administration will be transferred to the Department of State. 

We are pleased to note that, according to a recent Executive order, the transfer 
is to be accomplished in such a way as would maintain the integrated and at least 
semiautonomous nature of the program. Efforts on the part of those who really 
oppose the whole program have been made to break this program up by farming 
out its various functions among several Government departments and agencies. 
It is essential that the central organization of functions be continued. 

But it has not yet been made clear whether or not public participation in the 
new agency is to be continued. Over the years this participation, expressed 
through public advisory boards and labor advisory committees, for example, has 
been invaluable in creating a climate for a person-to-person approach directly 
to the people of the cooperating countries. This must not be lost. 

In summary, although the CIO supports a more bold and far-reaching pro- 
gram of Asian economic aid, and although we feel that too much of the Presi- 
dent’s proposals are based upon action initiated by the United States alone, 
we applaud the call for action on behalf of the free nations of Asia. 

American labor, making up a very large part of the taxpaying public, is well 
aware of the large part of the burden of taxation, which falls upon it as a result 
of all national security programs, both the larger military budget and the com- 
paratively far less expensive economic programs. In addition to our conviction 
that the mutual security program under consideration is worthy of support 
under present world conditions, we are well aware of the fact that the great 
bulk of the money appropriated under this program goes directly to Americal 
industry and agriculture. 

Indeed, the figures for the fiscal year 1954 show that 76 percent of the ex 
penditures went for commodities purchased in the United States or for freight 
paid to United States shipping concerns. 

We are aware, too, that the other part of the expended dollars eventually 
returned to the United States by making it possible for the recipient countries 
to purchase from American exporters more than the amounts in dollars spett 
by American importers. It is thus a stimulant to American production, Amer! 
can employment, and American living standards, at the same time that it makes 
them secure by making freedom and peace more secure in the world. 
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The history of the last few years has demonstrated that the return far exceeds 
the investment in programs of this kind. This Nation can look with satisfac- 
tion upon the success of our efforts in Europe. If we can help the peoples of 
Asia to help themselves, in a way which will keep them free and independent 
and with a decent stake in life to defend, we will be able in the future to look with 
satisfaction upon our efforts in Asia also. If we can do this, our expenditure 
of time and money will have been small indeed. 

Mr. Benepict. The CIO has supported and vigorously supported the foreign 
aid program of the United States since the very inception of the Marshall plan 
and through its various successor programs. We know how much they have 
done to help particularly in Western Europe to stop the advance of economic 
chaos, of misery, and of communism. 

Today more and more of our attention has been turning toward the great 
undeveloped areas of the world, and rightly so. The Presidential message urg- 
ing the adoption of the mutual security program displayed a very good recogni- 
tion of the fact that in Asia, for example, much of the world tension of today 
is centered. 

We in the CIO feel that military aid is of course vital, but it is far from 
enough. : 

We learned in Europe how much hunger, disease, and general misery act as 
communism’s ally. 

I would like to call your attention to the fact that the Russians are very much 
aware of these things. For example, Russia has sent in to China something 
like 10 times the amount of money and 25 times the amount of technicians that 
we have sent to India. They are very well aware that their military threats 
or even acts of aggression aren’t their only weapons in this war to win the loyalty 
of the peoples of the world. 

One of the ways in which the Marshall plan and the other programs asso- 
ciated with our economic aid was able to succeed as much as it has in Western 
Europe is by the very boldness with which the program is set out. In the very 
first year of that Marshall aid program we allocated $5 billion for economic 
aid. That is far more than we are allocating today for areas of the world with 
a great deal larger population and in many ways much more serious problems 
than in Europe. 


Mr. Benepicr. We criticized the handling of the Marshall aid pro- 
grams, and we continue to criticize when we feel necessary certain 
aspects of those programs. We are not among those who want to 
throw the baby out with the dirty water. We recognize very seriously 
the need of international economic aid, and we continue to go on sup- 
porting it. One thing that is not in the mutual security program 
and which we regret very much is that more serious attention should 
be paid to this a a problem of capital which is so necessary in the 
large underdeveloped areas of the world. We think that the special 
United Nations fund for economic development, known as SUNFED, 
is worthy of the support of the United States. We think particu- 
larly the appeal that this program has in Asia should make us re- 
consider the fact that we have not supported this program up until now. 
_ We have the feeling that not only for Asia but also for Latin Amer- 
ca, for the underdeveloped areas in general, we tend to be too hesitant 
and we come in with too little too late. Certainly we don’t want more 
Indochinas, more Guatemalas in the world than we have already had. 

! would like to underscore a few specific aspects which we like very 
much in the new program. One is the continuation of the West Euro- 
pean technical exchange program. Another is the fact that there is 
this time at least a timely consideration for the United States share of 
the U. N. technical assistance. United States prestige abroad and our 

pown feelings as American citizens were both hurt by the hesitant and 
belated approach that Congress took to the U. N. technical assistance 
program early this year. 
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We are puzzled and unhappy about the fact that the program in- 
cludes less money for developmental assistance this year than last year, 
Last year it was $18 million, and this year the total is only $165 million, 
We also are very pleased with the small but very important item of 
$1.4 million for the United Nations’ High Commissioner for refugees, 
We are as human beings very interested in helping these victims of 
war and revolt. 

The mutual security program proposed also includes $2 million to 
pay for ocean freight shipments on voluntary relief, and $13 million 
for the shipment of surplus agricultural commodities every year. We 
support that because we understand the importance of reaching par- 
ticularly needy populations with these commodities. 

I might say that I share, and the CIO shares, the point of view ex- 
pressed earlier today by the National Farmers Union and the Coop- 
erative League as to the value of the programs of distribution of agri- 
cultural surplus and relief commodities, particularly through volun- 
tary agencies such as CARE. 

We are happy that the recent Executive Order on the transfer fron 
the independent operations of FOA to the semiautonomous status 
under the State Department includes maintaining an integrated pro- 
gram. We were very worried about efforts on the part of some people 
who really opposed the whole program to break it up by farming it 
out to various departments and agencies. 

We are not clear as yet of the extent to which public participation 
will continue under the new setup. We hope reassurances will be 
coming on this score. 

One of the very good things about the administration of the program 
in the past has been the fact that public advisory boards, labor advi- 
sory committees, have been able to play a role in bringing this person- 
to-person, this peoples’ organization to peoples’ organization aspect 
into the program. We think it would be a shame if that were lost. 
In general, although we wish the program were bolder, were more 
far reaching than it is, we support the program as it is. We feel cer- 
tain that the increased understanding in this program as shown to the 
needs of the underdeveloped peoples is a good step forward on the part 
of the American people. Thank you, Mr. Chairman. 

Chairman Ricuarps. Thank you, Mr. Benedict. We appreciate 
your statement. I assure you it will be given very serious considers- 
tion in our deliberations when we start to write up this bill. Have 
any members any questions they want toask? There are no questions. 
We will call the next witness. I beg your pardon? 

Mr. Fuxiron. I wanted to congratulate the gentleman on his state- 
ment, and say we in the committee, regardless of party, are glad to 
have it. Don’t you think further emphasis should be given to indus: 
trial development both in Latin America and Africa in future 
programs / 

Mr. Benepict. I certainly do. I think although it may go a little 
bit beyond the bounds of this particular legislation that you are con- 
sidering, the CIO has been very concerned with the lack of a consistent 
and bold approach on the part of those who have made United States 
economic pear in Latin America. You spoke earlier in the question: 
ing of the Rio Conference. We were extremely disappointed by the 
unimaginative, banker-minded approach, if you will, in the old mean- 
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‘ng of the term “banker,” that was shown by the United States’ dele- 
td . 
vation at the Rio Conference. ee . 
~The CIO has made that clear publicly in the United States and in 
the free-labor movement outside the United States as well. tet) 
Mr. Fuuron. Thank you. I, too, felt the approach at the Rio Con- 
ference was too banker-minded and was putting the cart before the 
horse. , . ; | 
Chairman Ricuarps. Thank you, sir. The next witness is Mrs. 
Alexander Stewart, representing the Women’s International League 
for Peace and Freedom. Mrs. Stewart, we are glad to have you. 


STATEMENT OF MRS. ALEXANDER STEWART, LEGISLATIVE SECRE- 
TARY, WOMEN’S INTERNATIONAL LEAGUE FOR PEACE AND 
FREEDOM, UNITED STATES SECTION 


Mrs. Stewart. Thank you, Mr. Chairman and members of the com- 
mittee. I have a prepared statement which I would like to have in- 
serted in the record, and I will just make some remarks, in order to 
save your time. 

Chairman Ricwarps. Without objection, the statement presented by 
the Women’s International League for Peace and Freedom through 
Mrs. Stewart will be placed in the record at this point. 

(The statement referred to is as follows :) 


Mr. Chairman and members of the House Foreign Affairs Committee: I am 
Mrs. Alexander Stewart, legislative secretary of the Women’s International 
League for Peace and Freedom, United States section, with offices at 214 Second 
Street NE., Washington 2, D. C. 

The Women’s International League for Peace and Freedom is one of the non- 
governmental organizations which, under article 71 of the United Nations Charter, 
was granted consultative status with the economic and social council. We also 
have this status with the following specialized agencies: UNESCO, FAO, and 
UNICEF. 

During its 40 years of existence, since it was founded by Jane Addams in 1915, 
the Women’s International League for Peace and Freedom has had as its chief 
objectives, total, universal disarmament and the establishment of an economic 
and social system that would serve the needs of all rather than a few. 

It is therefore natural that my organization—as I am sure all of you do— 
desires what the English historian, Arnold J. Toynbee, expresses when he says 
that “our age will be best remembered because it is the first age since the dawn 
ot history in which mankind dared to believe it practicable to make the benefits 
ot civilization available to the whole of mankind.” 

This belief is written into the United Nations Charter. One of the fundamental 
concepts is the promise that the United Nations shall work for the economie 
and social betterment of peoples. This is not a fuzzy, do-gooder kind of idea. It 
was formulated by nations and statesmen who realized that there could be no 
peace and stability in a world where two-thirds of the people did not have enough 
te eat, where millions died of diseases that could be cured, where more than 
180 million families were ill-housed, where Asia, with over half the world’s 
population, produced only 11 percent of the world’s income, where the resources 
of many lands lay untouched because nobody knew how to extract and use them. 

It is clearly stated in the preamble and chapter [X of the charter that one of 
the primary aims of the world organization shall be “to promote better stand- 
ards of life in larger freedom” and to this end international machinery shall be 
employed “for the economic and social advancement of all peoples.” 

The United Nations has gone further than to merely state these aims. Inter- 
tational machinery has been set up. It operates not only in the realm of study 
and discussion and recommendation, but in the paddy fields and forests of south- 
east Asia, in the deserts of the Middle East, in the high plains of Latin America. 
Every day in 60 countries and territories throughout the world, men and women 
drawn from as many nationalities, each with his or her own special training and 
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experience to share, are working to impart to others in urgent need of that tec). 
nical know-how and experience without which economic development is impos. 
sible. 

All this is the result of a daring belief translated into daring action through the 
United Nations expanded technical assistance program and its specializg 
agencies. 

Before an individual gives his moral and financial support to a project, —» 
much more may be said before the Congress allocates funds provided from its 
taxpaying citizens to any project or program, there must be careful and objective 
consideration of the value of such a project or program. 

It is therefore necessary, before giving support to the expanded technical assist. 
ance program, to find out what it is, what it does, how it works, what are jts 
accomplishments, and what are its problems. 

Technical assistance is not a new invention. It is as old as the history of 
intercourse between organized communities. What is new is the fact that for 
the first time an effort is being initiated under the direction of an internationa| 
organization to make available the whole body of human knowledge for the bene. 
fit of those governments and peoples that wish to draw upon it. 

Between 1946 and 1950 a series of decisions resulted in the development of a 
technical assistance program that spread into the whole area of economic devel. 
opment and social welfare. 

The Women’s International League for Peace and Freedom urges the House 
Foreign Affairs Committee to consider the importance of UNETAP for the follow. 
ing reasons: 

UNETAP is important economically because it can help promote expanding 
world production, trade, and investment, and bring to the people of the world 
the living standards which modern technology makes possible. 

UNETAP is important socially because its programs increase the capacities 
of the people in underdeveloped countries for self-help and deals with social prob- 
lems which if unmet become the source of discontent and political instability. 

UNETAP is important politically because the poverty of the underdeveloped 
countries, combined with their growing nationalism, makes an explosive combina- 
tion. The cold war today is fundamentally a battle for men’s minds and an 
appreciation of the problems of underdeveloped nations, together with a willing- 
ness to help them, can strengthen ‘democratic beliefs and practices among mil- 
lions of Asians, Africans and Latin Americans. 

The negative policy of anticommunism is far less potent than a positive policy 
of prodemocracy. Let it be demonstrated that democracy in deeds as well as 
words can be the greatest force in the world, to win men’s minds and hearts. 

UNETAP is important morally because the citizens of the advanced countries 
are less and less willing to see millions of their fellow human beings live in such 
depressed circumstances. At the heart of the beliefs of the world’s greatest 
religions is the principle that each and every individual has a respons’‘bility for 
the well-being of his fellow man. Above all the principles on which this great 
country of ours was established call for action which would be based on what 
is right, not merely what is expedient. 

To the Women’s International League for Peace and Freedom it is unthinkable 
that the United States, on whose initiative UNETAP was started and which has 
up to this point offered leadership would now forfeit it. At a time when more 
countries than ever before are supporting the program and when the Soviet 
Union, urged largely threugh the interventions of the United States to support 
this program has done so, it is no time for the United States to retreat, but rather 
to step up its contributions. 

In the long run UNETAP can be a more potent force in human affairs than 
military power. The United States has again taken the initiative in the Presi- 
dent’s atoms for peace program. The President designate of the Geneva Con- 
ference on peaceful uses of atomic energy to be convened in Geneva this sun 
mer, Dr. Babha, of India, has said, “If the standard of living in India and the 
underdeveloped areas of the world—like Southeast Asia—are to rise, then 4 
large fraction of the power in the future will have to be developed from atomic 
energy.” 

Today is the time for a new advance. There must be no retrenchment on the 
part of the United States, but rather larger appropriations on a long-time basis 
The expanded program of technical assistance is a vital element in any inter: 
national program for cooperation in human progress and for the preservation of 
peace. 
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Neither self-interest nor human decency can allow past and present conditions 
to remain unchanged. 3 

The President states in his budget message of January 17, 1955 that he would 
request “obligational authority” to cover the total proposed contributions of the 
United States to UNETAP for both calendar years—1955 and 1956. 

The Congress approved $6.5 million as the United States contribution for the 
period ending June 30, 1955. The amount of $24 million has been requested in 
the mutual security program for the UNETAP program, for fiscal year 1956. 
This includes $8.5 million as a proposed United States contribution for the 
period July 1 to December 31, 1955, and $15.5 million for calendar year 1956. 

Since the United Nations operates on a calendar rather than a fiscal year, the 
Technical Assistance Agency has been limping along awaiting the United States 
contribution. Program plans must be made and approved months ahead, before 
governments have, under their existing practices, been prepared to make their 
pledges. There is, therefore, the possibility that projects which have been ap- 
proved will have to be withdrawn or country programs rearranged to coincide 
with available funds. 

The league heartily supports a suggestion by the editors of the Washington 
Post on March 22, 1955, and joins with them in urging the Congress to examine 
for the future the feasibility of authorizing pledges ahead within specified limits, 
while subjecting them to annual appropriations. This we bel'eve would be the 
best way of insuring the maximum long-range effectiveness of this experiment in 
international cooperation at the grassroots. 

As Mr. Ford said, “I can’t imagine any similar undertaking where the United 
States would receive so much good will for so little.” 

For those who may consider that the United States is already giving more 
then its share to the United Nations, it might be helpful to look at a few re- 
vealing figures. 

The United States contribution to the U. N. Budget Central Fund is $13,407,290. 
All commitments made by virtue of membership in the United Nations and its 
specialized agencies equals $10,894,300—that is 14 cents per capita. The United 
States contribution to special United Nations programs on a voluntary basis, 
considered essential because of the disturbed character of the world we live in 
totals $68,354,871. The grand total is therefore $92,656,461 or 56 cents per person 
per year. 


In contrast the United States military budget is nearly $400 per person per 
year. 

When one puts with this the financial benefits to the United States from the 
presence of the United Nations in the United States, the picture changes. The 
United States takes directly back into the Treasury approximately $1,800,000 in 
taxes from its citizens working at the United Nations. Added to this is the 
pension fund, which amounts to approximately $56 million, is all invested in 
United States securities. 

The United Nations spends approximately $20 million a year in the United 
States in salaries, purchases, et cetera. The delegates, their aides, et cetera, 
spend an unknown amount which can be estimated at more than $7 million a year. 
Adding these figures the total comes to $84,800,000. Subtract this amount from 
the grand total of the United States contributions to the United Nations— 
$96,656,461 and the amount is $11,856,461, which is not much. Many good friends 
of the United Nations are fond of saying, see what a bargain you are getting 
for your money. 

The UNICEF program: The WILPF has continually tried to bring under- 
standing of the excellent work of UNICEF and to encourage generous support 
for it. Our consultant at the United Nations, Mrs. G'adys D. Walser, observed 
the work of the children’s fund in her trip around the world last year. She 
has given our members firsthand accounts which have served to emphasize the 
bignant statement of Congresswoman Frances Bolton that our only future lies 
in our children. 


The WILPF has joined with the Citizens Committee for UNICEF in a statement 
before your committee. 

The U. N. refugee program: We are deeply concerned over the problems of 
those people who are made homeless and stateless bv war and oppression. We 
would enconrage the strongest sunport noss'b'e of the UNREF in its program 
for the victims of political, religious or racial persecution. We hope that the re- 


quest of the President for $1.4 million for fiscal 1956 will be authorized and 
appropriated. 
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Asian economic development : Our organization wishes to support the proposals 
made by the President for a program of development assistance calling for $165 
million for the Near East and Africa, Asia, and Latin America. 

World disarmament and development: The WILPF believes that world dig. 
armament is a necessary means toward the security of all nations and peoples, 
The knowledge that weapons threaten ultimate destruction makes it imperatiye 
for nations to abandon the threat and use of force and to substitute the more 
difficult techniques of negotiation with a will to succeed. 

This effort is at present largely nullified by the pervasive distrust and fear tha 
‘annot be dispelled so long as the arms race continues. If nations agree to dis. 
arm, their collective efforts may then be directed toward recognition of the 
dignity and worth of the human person and toward meeting material needs basic 
to the good life. Herein lies the real security. 

We recognize that the low economic status of vast areas of the world results 
in human suffering as well as in serious international problems. Believing jy 
the use of the resources of the world for the benefit of its people, we support 
an international program of mutual assistance, courageous in magnitude and free 
from military commitment. 

While we recognize certain values in programs of economic development 
initiated by individual countries and private enterprise we believe such pm.- 
grams carried on by and through the United Nations and its specialized agencies 
are preferable since they furnish adequate safeguards against economic exploita. 
tion, avoid fear of imperialistic aims or military commitments, and inspire the 
confidence essential to achieve democratic and peaceful development. 

We believe that economic crises and despair often drive people to the desperate 
remedies offered by totalitarianism while economic and social welfare promotes 
the growth of peace and democracy. 

The meeting of the Afro-Asian nations in Bandung, Indonesia, representing 
nearly three-fifths of the world’s people, has helped to point up the importance of 
their social and economic problems which they feel cannot be solved by pri- 
mary emphasis on military solutions. A quote from the final communique of 
the Conference summed up the feeling on disarmament and development : 

“The Conference considered that disarmament and the prohibition of produ- 
tion * * * and use of nuclear * * * weapons of war are imperative to save 
mankind and civilization from the fear of wholesale destruction * * * that 
effective international control should be established * * * to implement such 
prohibition and that speedy and determined efforts should be made to this 
end * * *, The Conference recognized the urgency of promoting economic devel: 
opment in the Asian-African region * * * emphasized the particular significance 
of the development of nuclear energy for peaceful purposes * * *. Nations 
should practice tolerance and live together in peace * * * on the basis of * *' 
respect for the fundamental human rights and for the purposes and principles of 
the Charter of the United Nations.” 

The world has become a neighborhood and we must make it a brotherhood 
Abraham Lineon said that his Nation could not remain “half-slave and half- 
free.” It is equally true that humanity as a whole cannot continue indefinitely 
half in misery, half in comfort. Unless these programs are given the suppor 
that their value demands human progress will be gravely delayed and endangere( 
This is the kind of cause that should enlist and must enlist, the careful, critical, 
and generous support of all men and women of good will. Of such are yoll 
members of this committee. 


Chairman Ricnarps. What is your position, Mrs. Stewart? 

Mrs. Srewarrt. Legislative secretary of the Women’s Internation: 
League for Peace and Freedom, United States section. Our offices are 
at 214 Second Street, NE. 

I appreciate the opportunity to present the views of our organiz- 
tion to you and the distinguished members of this committee. The 
Women’s International League for Peace and Freedom is one of the 
nongovernmental agencies which under article 71 of the United Ns 
tions Charter was granted consultative status with the Economic ani 
Social Council. We also have this status with the following special: 


ized agencies: UNESCO, FAO, and UNICEF. 
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During its 40 years of existence, since it was founded. by. Jane 
Addams in 1915, the Women’s International League for Peace. and 
Freedom has had as its chief objectives, total, universal disarmament 
and the establishment of an economic and social system that would 
serve the needs of all rather than a few. 

It is therefore natural that my organization—as I am sure all of 
you do—desires what the English historian, Arnold J. Toynbee ex- 
presses when he says that— 
our age will be best remembered because it is the first age since the dawn of 
history in which mankind dared to believe it practicable to make the benefits 
of civilization available to the whole of mankind. 

This belief is written into the U. N. Charter. One of the funda- 
mental concepts is the promise that the United Nations shall work 
for the economic and social betterment of peoples. This is not a fuzzy, 
do-gooder kind of idea. It was formulated by nations and statesmen 
who realized that there could be no peace and stability in a world 
where two-thirds of the people did not have enough to eat, where mil- 
lions died of diseases that could be cured, where more than 180 million 
families were ill-housed, where Asia, with over half the world’s pop- 
ulation, produced only 11 percent of the world’s income, where the 
resources of many lands lay untouched because nobody knew how to 
extract and use them. 

It is clearly stated in the preamble and chapter LX of the charter 
that one of the primary aims of the world organization shall be “to 
promote better standards of life in larger freedom” and to this end 
international machinery shall be employed “for the social and eco- 
nomic advancement of all peoples.” 

The United Nations has gone further than to merely state these aims. 
International machinery has been set up. It operates not only in the 
realm of study and discussion and recommendation, but in the paddy 
fields and forests of Southeast Asia, in the deserts of the Middle East, 
inthe high plains of Latin America. 

Every day in 60 countries and territories throughout the world, men 
and women drawn from as many nationalities, each with his or her 
own special training and experience to share, are working to impart 
to others in urgent need of that technical know-how and experience 
without which economic development is impossible. All this is the 
result of a daring belief translated into daring action through the 
United Nations expanded technical assistance program and its special- 
ized agencies, 

Before an individual gives his moral and financial support to a 
project, so much more may be said before the Congress allocates funds 
provided from its taxpaying citizens to any project or program, there 
must be careful and objective consideration of the value of such a 
project or program. It is therefore necessary, before giving support 
to the expanded technical assistance program to find out what it is, 
what it does, how it works, what are its accomplishments, and what 
are its problems. 

In the next few paragraphs we have indicated what UNETAP is 
and the importance of it and have given our reasons for it. 

To the Women’s International League for Peace and Freedom it is 
unthinkable that the United States, on whose initiative UNETAP 
Was started and which has up to this point offered leadership would 
how forfeit it. 

63245—55——49 
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At a time when more countries than ever before are supporting the 
program and when the Soviet Union, urged largely through the inter- 
ventions of the United States to support this program has done so, 
it is no time for the United States to retreat, but rather to step up its 
contributions. ‘ 

In the long run UNETAP can be a more potent force in human 
affairs than military power. The United States has again taken the 
initiative in the President’s atoms for peace program. The President- 
designate of the Geneva Conference on peaceful uses of atomic energy 
to be convened in Geneva this summer, Dr. Babha of India has said, 
“Tf the standard of living in India and the underdeveloped areas of 
the world—like Southeast Asia—are to rise, then a large fraction of 
the power in the future will have to be developed from atomic energy.” 

Today is the time for a new advance. There must be no retrench- 
ment on the part of the United States, but rather larger epuecpris 
tions on a long-time basis. The expanded program of technical as- 
sistance is a vital element in any international program for coopera- 
tion in human progress and for the preservation of peace. Neither 
self-interest nor human decency can allow past and present conditions 
to remain unchanged. 

Then I would call attention to an editorial in the Christian Century 
of June 15, 1955, in which they write about the FAO program. 

I will give the editorial to the clerk to be included in the record. 
The FAO plan has been worked out with agriculture, forestry and 
nutrition experts over several years. I will not read it if it is going 
to be included in the record. 

Chairman Ricuarps. Without objection, it will be included in the 
record at this point. 

(The material referred to is as follows :) 


{The Christian Century, June 15, 1955] 
FAO Proposes PLAN FoR SurPLUs Foop UsrE 


Why has so little attention been given the plan for using surplus foods to 
finance the economic development of hard-pressed countries issued by the Food 
and Agriculture Organization of the United Nations? The plan was released 
by the FAO more than 4 weeks ago, but to date the Government has given no sign 
that it even knows such a plan for relieving it of its $7-billion-surplus headache 
has been proposed. You can count on your fingers the number of newspapers 
which have given it any serious attention. Yet the FAO worked out the plan 
very carefully and in consultation with agriculture, forestry and nutrition experts 
over several years. Its report shows exactly how the plan would operate in a 
country like India, and says it would work equally well elsewhere. It insists 
that it would involve no dislocation of agriculture in either sending or receiving 
countries. And if governments with surpluses are not willing to give them freely 
to secure long-range economic benefits, the report outlines a method of long- 
term, low-cost loan financing which could be easily carried. The FAO plan would 
use surpluses either to feed the now hungry people in underdeveloped countries 
who would build roads, extend irrigation and waterpower, control erosion, spread 
reforestation, provide safe milk, build industries and increase the number of 
schools and of teacher-training courses, or these surpluses would be sold and the 
proceeds used to finance such projects, with the workers getting their food from 
their wages. Church World Service, in company with Catholic and Jewish 
agencies, is already doing a magnificient job of distributing American surplus 
food overseas, and this should be continued and enlarged. But the FAO proposal! 
would be on a much larger scale, and it would use the surpluses in other coun- 
tries—Canada, Britain, the Netherlands, Cuba, Thailand, Burma—as well as in 
the United States. Why isn’t this plan being given immediate, serious, friendly 
consideration? 
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Mrs. Stewart. Then on the third page we comment upon some of 
these amounts. Since some of them have been before the committee 
and have been discussed, I will not cover that. 

I would join with Congressman Fulton in emphasizing that more 
attention should be given to the Latin American countries. We ini- 
tiated the first nongovernmental Inter-American Conference of 
Women which was held in Guatemala in 1947, bringing together 
women of 18 of the 21 countries of the Americas. It was very inter- 
esting to-see the common agreement of the women in wanting to work 
together. through peaceful means to improve conditions and lift their 
standards of living. 

We have taken a very deep interest in that. We have special com- 
mittees set up studying their problems and working on them. 

Mr. Futron. I have followed some of the good work of your organ- 
ization. 

Mrs. Srewartr. We would like to close with the thought that the 
world has become a neighborhood and we must make it a brotherhood. 
Abraham Lincoln said that his Nation could not remain “half-slave 
and half-free.” It is equally true that humanity as a whole cannot 
continue indefinitely half in misery, half in comfort. 

Unless these programs are given the support that their value de- 
mands human progress will be gravely delayed and endangered. This 
is the kind of cause that should enlist and must enlist, the careful, 
critical and general support of all men and women of good will. Of 
such are you, members of this committee. 

Chairman Ricuarps. Thank you, Mrs. Stewart. That is a fine 
statement. In looking over your complete statement, I don’t believe 
[ see a definite recommendation concerning the $1.4 billion military 
feature of this bill. 

Mrs. Stewart. We have supported international cooperation at the 
economic and political level, but have always opposed military aid 
programs and military alliances. 

Chairman Ricwarps. I thought you said just now in your statement 
that you approve the 1.4? 

Mrs. Stewart. That was for UNREF, wasn’t it? The U. N. 
refugee program. 

Chairman Ricuarps. You weren’t referring to the $1.4 billion? 

Mrs. Srewart. No. 

Chairman Ricnarps. I understood you were opposed to that. 

Mrs. Srewarr. I should have said in the beginning that we were 
supporting what we would call the more constructive portions of the 
Military Security Act. 

It has been our policy from the beginning to work by nonviolent 
means to get solutions to problems. We believe that military alli- 
ances and the disproportion of the resources and energies of the 
eople, the money and the energies being put into military problems 
iinder us oftentimes more than they help us. 

When three-fifths of the world faces hunger, poverty, and 
disease—— 

Chairman Ricuarps. In the meantime, you are opposed to the 
shooting business ? 

Mrs. Stewart. That is right. 
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Chairman Ricuarps. I am opposed, too, but how about providing 
some shooting irons to prevent the shooting from getting started/ 
You don’t believe in that theory ? 

Mrs. Stewart. No. We would point to the recent conference that 
was held in West Germany by British and German historians, This 
was in the Christian Century a few weeks, in which they have pointed 
out 

Chairman Ricuarps. I want to know what you think. 

Mrs. Svewart. We agree with this statement: 

Summed up, these historians drawn from both sides now declare that economic 
rivalry had little to do with starting World War I. Neither, they conclude, did 
political ambition have much to do with it. But the war was precipitated by the 
mutual fears of all the European peoples who were caught in the armament race 
which preceded 1914. Neither side wanted war, but when the mobilization of 
that fateful summer began, mutual fear wrested control of events out of the 
hands of civilian cabinets, and tragedy followed. Boys and girls in Britain and 
Germany will now be taught that it was fear of competing military establish- 
ments which touched off World War I. 

I would add to that 

Chairman Ricwarps. I am just trying to get what your organiza- 
tion believes. 

Mrs. Srewarr. The world has been largely polarized around two 
countries, each in competition, in an arms race in which each side 
declares sincerely that they believe it is necessary to have tremendous 
arms programs and be militarily superior to the other side. 

It means, this is what our military leaders have said under both 
administrations, that we must build up tremendous military power, 
conscript our youth, stockpile materials, create a ring of bases around 
Russia, sincerely believing that is the way you stop war. Our organi- 
zation believes that this increases tensions and the possibility of war. 

Chairman Ricwarps. I understand that. I want to ask you this: 
Suppose our country was threatened with invasion. Would you shoot 
to prevent the invasion ? 

Mrs. Stewart. I, personally, from my experience in the First World 
War, would not wish to. 

Chairman RicHarps.. You wouldn’t shoot ? 

Mrs. Stewart. No; because I believe that wars—— 

Chairman Ricwarps. I was just trying to get your philosophy of 
this situation if somebody tried to invade this country by force? 

Mrs. Stewart. We believe that with modern warfare, since you are 
talking about invasion, that we would quote General Eisenhower and 
other military leaders who say that any war that we now engage in 
would probably be mutual suicide. Therefore, the choice now seems 
to be, sir, between ending the human race or ending war. 

We believe we should try to end the preparation for war on all sides. 
We believe that there are immediate and long-rooted causes of war 
and that we should work to create the conditions that eliminate these 
causes before they come to the point of invasion. 

Chairman Ricuarps. Suppose you didn’t have the A-bomb or the 
I{-bomb, and you had the old instruments of warfare that wouldn't 
have these new implications. Would you be in favor of shooting to 
prevent an invader from landing on our shore? 

Mrs. Stewart. No. I wouldn’t, personally, because I believe that we 
don’t stop wars that way. 
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The reason I asked you to put that statement concerning wars in 
the record is that we have worked for four major priorities through- 
out the years. We believe if enough people would work for those that 
we could prevent war. Those are settlement of threats to the peace by 
peaceful means, through negotiation and mediation, to prevent wars 
or to stop small wars; second, world disarmament and world develop- 
ment; third, human rights, and fourth, support of the United Nations. 

Chairman Ricuarps. I think all those are good points. 

Mrs. Stewart. We feel now that the United States, which has such 
high ideals of peace and freedom—we think you can’t have peace 
without freedom. 

Chairman Ricwarps. Was that Jane Addams’ opinion ? 

Mrs. Stewart. That is right. 

Chairman Ricuarps. Do you believe that if you treat the Com- 
munists kindly everything will be all right ¢ 

Mrs. Srewarr. I think that may be too simple. I am an ordained 
minister in the Methodist Church. I believe that spiritual power and 
the power of God are stronger than any dictatorship. 

Chairman Ricuarps. I believe that. 

Mrs. Srewarr. Our organization does not believe in totalitarian 
forms of government either of the right or left. We believe it is wrong 
for leaders to oppress their people 

Chairman Ricnarps. You believe in free government, don’t you ¢ 

Mrs. Srewarr. That is right. 

Chairman Ricuarps. Where things of the spirit can bloom ? 

Mrs. Stewart. Yes. I would like to finish telling you why we don’t 
believe in those systems. We feel that the way to stop the spread of 
totalitarian ideas is not to prepare to atom bomb the people who live 
under those systems. 

We think that is contrary to the will of God. We are instead work- 
ing to create the conditions for them and all the people in the world 
so that it will not be possible for communism to exploit the people’s 
misery and spread 

Chairman Ricuarps. Don’t you think we should work to establish 
conditions where people would be free and things of the spirit could 
finally win ¢ 

Mrs. Stewart. Yes. 

Chairman Ricwarps. By free expression ? 

Mrs. Stewart. Yes. I think we would do that by the programs we 
are supporting such as world disarmament. We feel very encouraged 
that the things that our organization worked on in the beginning are 
now given such strong support. When the late Senator McMahon 
and President Truman stated in our foreign policy their support for 
world disarmament back in 1950—— 

Chairman Ricwarps. Senator McMahon was on the Atomic Energy 
Commission, and he was in thorough accord that we should develop 
atomic energy. 

Mrs. Stewart. I understand quite well the belief that our leaders 
have and that are shared by the Senators and Representatives, that for 
the time being, at least, from their point of view they favor superior 
military power 

Chairman Ricnarps. But you don’t agree with that? 
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Mrs. Stewart. I think it is an illusion. We should make greater 
use of the U. N. machinery of negotiation and mediation to prevent 
war. 

Chairman Ricuarps. Mr. Fulton wants to ask you a question. 

Mr. Futon. I was going to act as the lady’s attorney in showing 
that faith in alliances often doesn’t pay out. 

Mrs. Stewart. You mean, military alliances? 

Mr. Furron. Yes. For example, on military alliances in Europe, 
between the year 1794 and 1812 Russia changed sides in alliances four 
times. In World War I Italy, whcih was in the Triple Alliance, en- 
tered the war a year later against her former allies. 

On your narrow ground that military alliances as such often do not 
work out and are weak, you have a good premise. 

The one thing I liked about your statement was by the United 
States developing these other areas of cooperation and of mutual 
assistance we then weer standing together as partners and as neigh- 
bors in this world community. This would give us a solid ground to 
go ahead together as free peoples, so that some day we need not fear 
others. 

I must agree with the policy of the chairman, that while there are 
robbers running around the house we should have proper protection in 
the house. 

Mr. Hays of Arkansas. I want to thank Mrs. Stewart for her state- 
ment. I know the fine work that she does. I share the chairman’s 
point of view and philosophy. 

I know she respects our views where they conflict. It is the kind of 
contribution that I think is worthwhile. Sometimes it is necessary 
for us to reexamine our assumptions, which an organization of her 
type requires us to do. 

t think there is a real service in this kind of challenging statement. 
I appreciate its dissent as well as its affirmation. 

hairman Ricwarps. Mr. Byrd. 

Mr. Byrp. I would like to add my commendations to the lady for 
the very wonderful presentation she has given to us. 

At the same time, I would like to aline myself with my chairman 
in the philosophy he has expressed. I was interested to hear the lady 
is an ordained minister in the Methodist Church. 

Permit me to recall at this point, Mr. Chairman, in support of your 
»hilosophy, one of our recent Sunday school lessons, in which Heze- 
ih, the good King of Judah, was attacked by King Sennacherib of 
Assyria. 

You will remember that in our lesson we were told that King Heze- 
kiah set captains over his people and built up the walls and created 
darts and shields and closed up the fountains outside the city. He 
prepared Jerusalem and its people for battle. 

So, I think that we should do the same today. We should build our 
darts and shields, build up our walls, take counsel among ourselves, 
and set captains over our people and prepare for the works if the worst 
comes. 

Then that we might not place all our faith upon great armaments, | 
would hasten to add that Hezekiah prayed. After the prayer, of 
course, the lesson went on, Mr. Chairman, to point out that an angel 
of God came down and struck down the captains of Sennacherib’s 
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army, not an arrow went into the city, and nearly 200,000 of his soldiers 
perished. by 

I say, in support of your position, Mrs. Stewart, that we ought to 
have a strong spiritual faith today, because when the conflict comes, as 
I believe it surely will, the predominant factor in giving us victory 
will be a faith in a higher power, a God who still governs in the des- 
tinies of all men and all nations. But I still believe in the Boy Scout 
motto, “Be Prepared.” 

I think we might, from this object lesson, say, Mr. Chairman, that 
even though we have faith that right eventually will win, we should be 
prepared, we should continue to build up our walls and build our darts 
and shields, and we shall then be ready for the worst if the worst 
should come. I have no questions. 

Chairman Ricwarps. Thank you, Mr. Byrd. 

Mrs. Srewartr. Mr. Chairman, when I go out to speak to church 
groups one of my themes is the church’s responsibility in good govern- 
ment. I always tell them about my work in Washington and the new 
faith that I have in the possibility of making democracy work. I also 
speak about the interest and sincerity of the Members of the Senate 
aud House, who are deeply concerned about the problems that we are 
facing in our world. I also speak about the responsibility that they 
as individual citizens and members have, in giving support to you when 
you are doing something that you think you ought to do, or in register- 
ing eriticism when they cae you were making the wrong decisions. 

[ always point out that it is wonderful to me that we can work so 
closely together on one issue and then oppose each other on another 
issue, but we always remain good friends. To me, that is one of the 
fine things about our American democracy. When I bring people 
from other countries to see you Congressmen and Senaturs, it is an 
eye opener to them, to see the way in which we have such fine discus- 
sions together and agree or differ and respect each other’s views. 

Chairman Ricuarps. The committee stands adjourned. 

Whereupon, at 5: 06 p. m., the committee adjourned. ) 

(The following information has been supplied for inclusion in the 
record. ) 

DEPARTMENT OF DEFENSE, 
OFFICE OF GENERAL COUNSEL, 
Washington 25, D.C. 
Hon. JAMES P, RICHARDS, 
Chairman, Committee on Foreign Affairs, 
House of Representatives, Washington 25, D. CO. 

DeaR Mr. RicHArps: The attached information is being furnished as a result 
of certain questions raised in the transcript of testimony covering the hearings on 
June 10, 1955. 

Sincerely yours, 
Monroe LEIGH, 
Assistant General Counsel, International Affairs. 
(See p. 219) 

Question. “How much of the $1.4 million do you expect to spend this fiscal 
year?” 

Answer. It is estimated that approximately $500 million, or a little less than 40 
percent,. will be spent in fiscal year 1956. However, it is anticipated that the 
entire $1.4 billion will be obligated or reserved during the year. It is estimated 
that total MDAP expenditures during the period will be approximately $3.1 bil- 
lion, of which $2.6 billion will be from prior year funds. 
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DIFFICULTIES OF OSP (See also p. 230) 


One of the difficulties of OSP has been that section 103 (c) of the Mutual Se- 
curity Act of 1954 has discouraged deviation in OSP from standard Government 
buying practices devised primarily for purchases in the United States. The re- 
sult has been to severely handicap the maximum utilization of offshore procure- 
ment dollars in attaining political and economic, as well as long-range military, 
objectives abroad. For this reason the executive branch has requested the dele- 
tion of section 103 (c) from the act. 

In Italy there has been an attempt to use OSP to encourage the free labor 
movement. Consequently, certain OSP contracts have been withheld or canceled 
with firms which were showing an increase in Communist influence in their 
labor force. More of this kind of activity could be done if OSP were recognized 
as a special type of Government buying and subject to important considerations 
which may override the normal criteria of price, quality, and delivery. 

Another objective has been to insure continued operation, at no cost to the 
United States of the sources of production for United States military equip- 
ment which we established abroad through our OSP contracts. In some cases 
further OSP is necessary if these sources are to remain active and not dissolve. 
One approach to this, which again involves the flexible use of OSP, is to execute 
contracts in countries under which the country will agree to match our order, 
or make a substantial contribution by providing follow-on orders to the facility 
after our contract is complete. It is hoped in fiscal year 1956 to apply this 
technique to the maximum extent possible in our OSP program. 

However, there have been no unusual difficulties in connection with the de- 
livery of offshore procured ammunition in Europe. 

Establishing offshore sources for United States equipment has presented prob- 
lems similar to those encountered in the United States when new manufacturers 
are brought into production of equipment and material not previously produced. 
Because of different production techniques, business practices, and in some in- 
stances the language barrier, these problems have arisen offshore in a slightly 
different pattern. However, the primary objective of obtaining quality produc- 
tion on a timely basis, while broadening the military production base abroad, has 
remained the same. 

These offshore procurement production difficulties have been successfully over- 
come in the case of ammunition, as well as other more complex items such as elec- 
tronic and aeronautical equipment, so that there have been established in Western 
Europe many qualified sources for United States military equipment and sup- 
plies. This will assist the free nations of that area to become logistically self- 
supporting and not depend on the United States continuously for further support. 


(See p. 234) 


Question. “What is the OSP contract in Switzerland?’ 

Answer. When we began purchasing the Republic F84F aircraft we decided it 
would be advantageous to have a source for spare parts and tools in Europe. 
Republic Aviation has a subsidiary in Switzerland, “Republic International” 
which was awarded an OSP contract. 


(See p. 236) 


Question. “We do not pay for land in Spain, why do we pay elsewhere?” 
Answer. No MDAP funds have been used to buy land. 


(The following information has been submitted for the record in 
response to Mr. Prouty’s inquiry on p. 380.) 

JUNE 16, 1955. 
Mr. Norman §. Paul. 
Richard E. Lippincott. 
Inquiry of Congressman Prouty: Present tax system in Greece. 

You will recall Congressman Prouty’s inquiry to you about the present tax 
system in Greece. This inquiry is shown on pages 808 and 809 of the transcript 
of hearings before the House Committee on Foreign Affairs on Tuesday, June 
14. Fortunately, Mr. Russell P. Drake, USOM Mission Chief to Greece, has 
been in Washington for a period of consultation. He has prepared, at my request, 
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a statement on the most recent Greek tax actions which bear upon Congressman 
Prouty’s inquiry. These are actual increases in special taxes to increase reve- 
nues necessary to defray the added cost of earthquake relief and current action by 
the Greek Parliament on a new uniform progressive rate income-tax law. State- 
ments outlining each of these accounts follow : 


THE NEW UNIFIED PROGRESSIVE RATE INCOME TAX LAW 


The Cabinet has approved, and Parliament is now enacting, a bill which pro- 
vides for a unified income tax (a single rate schedule and a single return) to 
replace 10 taxes now levied on individual incomes. There are, at present, seven 
“categories” of new income received by individuals, classified according to the 
source of income, which are taxes according to various mildly progressive rate 
schedules. Gross incomes from two other sources are taxed at different rates. 
The total of net incomes included in the “categories” is taxed according to still 
another (more steeply progressive) rate schedule, and from this tax on total 
net income is subtracted the taxes paid on the various “categories” of net income. 
Incomes from farming, and some other sources, are not taxes at all; and the 
complexities of the present “system” make wholesale evasion inevitable. 

Much has been done to improve enforcement procedures, to reduce the volume 
of tax appeals, and to simplify the legislative patchwork in preparation for con- 
version to a unified income tax. The present bill is, in fact, the final step that 
will permit realization of the benefits of these reforms. By several years of 
educational effort, most officials of the Ministry of Finance have been brought 
to an understanding of the process by which the change can be made to a unified 
income tax without loss of revenue during the transition period. 

The present bill represents a very great improvement and a long step for- 
ward. It— 

(1) not only coordinates, rationalizes, and simplifies the existing patch- 
work of taxes on individual incomes, but also strengthens and supplements it : 

(2) greatly simplifies the problem of enforcement thereby reducing costs 
of administration and opportunities for evasion: 

(3) extends the privilege of family allowances to small taxpayers, now 
available only to those who have incomes above $2,500: 

(4) abolishes many unjustified exemptions, and includes income from sev- 
eral sources not presently subject to income taxes; 

(5) saves taxpayer time, trouble, and expense by permitting him to file 
one return instead of many at various times during the year, and by per- 
mitting him to file by mail instead of in person: 

(6) provides for a more equitable distribution of the total burden of the 
tax among various groups of taxpayers, as well as among individuals. 


SPECIAL TAXES FOR EARTHQUAKE AREAS 


Recently announced tag increased should yield between Drs. 681 million and 700 
million ($22,700,000-$23,333,333) in excess of additional earthquake ea- 
penditures 


Increases in taxes and import duties, ostensibly for rehabilitation of earth- 
quake areas, are expected by the General Accounting Office te yield Drs. 1,016 
million ($33,866,667). This seems to be a reasonably accurate estimate. The 
government’s preliminary budget for 1955-56 includes net additional earthquake 
expenditures (after deduction of special 1954-55 revenues not available for 
1955-56) of approximately Drs. 335 million. This would leave Drs. 681 million 
of the new tax revenue for other budget purposes. Experience indicates that it 
will be difficult for the government to spend the total of Drs. 810 million indicated 
in the budget for earthquake areas within fiscal year 1955-56, because of the usual 
delays in the planning and execution of such work. For this reason, the tax 
revenues from this measure should provide between 681 and 700 million drachmas 
of additional revenues for other budget purposes. 

Increased revenues for earthquake areas are to be obtained by (1) adding 20 
percent to the income taxes payable during fiscal year 1955-56, and to some other 
taxes (2) such increases in import duties as are required to bring them to the 
predevaluation level of April 1953, and (3) increases in taxes on the consump- 
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tion of selected items. Yields from these sources are estimated by the Genera) 
Accounting Office as follows: 
Million 
drachmas 
1. Income taxes (20 percent added to tax) __ 
2. Profits of newspaper lotteries and racetrack 
3. Motion-picture admissions___-—-~__ 
4. Automobile licenses 
5. Consumption of malt 
6. Consumption of cigarettes______. 
7. Gasoline (import duty )—~-----~ 
8 Sugar (import duty) —_- OLLI EE LE 
9. Diesel and fuel oil (import duty )__-_-__________________ 
10. Other import duties__..___________- : 


Total ($33,866,667 ) = done ageiminartignt hs CAG 


(Statement for the record (for inclusion in the presentation of 
Laurence A. Dawson, Chief of the United States Escapee Program, 
before the House Committee on Foreign Affairs, June 14,1955).) (See 
also p. 482.) 


CONTINUING MEASURES TAKEN BY Soviet ORBIT COUNTRIES AGAINST EXSCAPEES 


The policy of the Soviet Union and its satellites with respect to escapees is 
three-pronged : 

1. To preclude their escape, through thoroughgving internal security and 
border-control measures ; 

2. To secure the repatriation, by any means including force, of those who 
do escape, and 

3. Failing in the first two objectives, to preclude assistance and perma- 
nent resettlement for escapees in asylum countries. 

Soviet orbit policy on other matters may shift with developing circumstances 
and changing regimes. Their policy on escapees has remained firm, and is pur- 
sued with thoroughgoing consistency, opportunism and intens'fication. 

A year ago I submitted to this committee a somewhat detailed statement con- 
cerning control measures taken by Soviet-orbit countries to deter escape. These 
measures have been changed only to the extent that they have been increased. 
The spectacle of Iron Curtain border controls being reduced in severity is one 
which so far has not been encountered in any area. Each escapee from behind 
the Iron Curtain is a repudiation of the regime and its false propaganda, a living 
witness to the spiritual and material oppression of the enslaved populations of 
the Soviet-orbit countries, and a source of hope within the hearts and minds of 
the hundreds of millions who must remain behind but who see in a colleague's 
escape a symbol of hope for the eventual return of freedom to their own home 
land. The provision by the West of asylum and assistance to escapees repre- 
sents, in humane and tangible form, the essence of the freedom which they have 
risked their very lives to seek and which is the dedicated purpose of those who 
remain behind. To preclude these is essential to Soviet objectives. 

This year, as last, escape through the Iron Curtain is beset with all of the dan- 
gers which human ingenuity can devise. Along the borders the barbed-wire 
barriers have been increased in depth, and still more electronic devices are uti- 
lized in coordination with the watch tower alert system. Border control per- 
sonnel, ordered to shoot an escapee on sight, have carried out this practice with 
frequency. Every element in the supporting network of internal security meas- 
ures is operated vigilantly and continuously. Nonetheless, each month a number 
of persons still make the break for freedom—and of these a few get through. 
often by desperate measures. 

The depth and fervor of the urge to escape, and the dangers attendant upon 
that effort, have rarely been more strikingly illustrated than in the case of the 
Nickolas brothers who escaped from Albania into Greece some months 220. 
These two Albanian brothers seized a Communist-owned boat after drugging 
the crew, and successfully piloted it from Albania to freedom in Greece. While 
the basic facts of their escape were publicized at the time, the details of this 
incident merit perusal by every thoughtful American. Accordingly, there is 
attached herewith for the record a copy of the despatch on this subject forwarded 
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to escapee program headquarters by our mission in Greece. It should be added 
that, through the efforts and cooperation of the escapee program and the Refugee 
Relief Act, the Nickolas brothers have subsequently been happily resettled in the 
United States. 

During the past few months the Soviet-orbit countries have launched a coor- 
dinated campaign designed to secure the repatriation of refugees by any possible 
means. The objective of this program is to discredit the emigration, to promote 
uncertainty and bewilderment among those still awaiting resettlement, to dull 
the urge for freedom among the millions still behind the Iron Curtain, and to 
serve Soviet propaganda aims generally. The techniques employed in this pro- 
gram have previously been described to the committee. It is heavily financed, 
and no effort is spared to bring about the return of refugees through calculated 
measures involving force, intimidation, political pressure, persuasion, intrigue 
and propaganda. The means include rumors spread by agents among the ref- 
ugees, propaganda concerning alleged bad treatment to breed discontent, and 
approaches to individuals appealing to nostalgic emotion for the homeland and 
family ties. Agents, often with diplomatic protection, make unscrupulous use 
of letters from families remaining behind the Iron Curtain, many of them clearly 
written under duress. The campaign has also been reenforced by the issuance 
of amnesty decrees promising forgiveness and kind treatment for penitent 
escapees, and, in some instances, the establishment of national committees to 
engage in propaganda to facilitate the return of emigres. Returnees are vigor- 
ously exploited, for a while at least, in support of the objectives of the campaign. 

The whole effort is the Soviet countermeasure to the success of free world 
programs in behalf of refugees. A major tactical move within the framework 
of their ever-firm objectives, it is directed primarily at those who, until now, 
have not yet been successfuly resettled. The lengths to which this redefection 
campaign is pursued may be illustrated by a single incident: A young seaman 
who jumped ship in a certain asylum country later became hospitalized with a 
mental illness. Local Communist consular officials sought access to him in the 
hospital, but were denied entry by the responsible authorities. However, the 
same consular officials later made a clandestine entry through the fire escape on 
the side of the building and succeeded in reaching the escapee at a time when his 
iliness rendered him incompetent to make a rational appraisal of his own situa- 
tion. The escapee, unlike most who have been approached, subsequently returned 
to his oppressed native land. 

The nature and scope of the Soviet orbit redefection effort were recently set 
forth in a letter from Assistant Secretary of State Thruston B. Morton, to the 
Honorable Steven B. Derounian, House of Representatives, a copy of which is 
attached for the record. Analysis of this effort cannot but reveal the importance 
which the Soviets attach to securing their objectives concerning escapees. A 
recent incident which took place in Austria will serve as a reminder of this. 
Your persons escaped from Hungary into the Soviet Zone of Austria, but two of 
these were severely injured by exploding land mines and machine-gun fire at 
the border. They were taken to a hospital and operated on, but before arrange- 
ments could be made for their removal to Vienna, a local Communist informed 
the Soviet Kommandatura of their presence in Austria. The escapees were 
taken from the hospital by the Soviets while still under narcosis, and over the 
protests of the doctors were forcibly returned to Hungary. One man pleaded for 
a lethal injection rather than suffer what he knew would be his fate on his return. 

In their propaganda, the Soviet orbit countries do not attack the escapee pro- 
gram. In fact, they carefully avoid reference to it: for to mention it, even 
through attack, would be to foster awareness of its existence and to confirm 
the concepts of asylum, assistance and freedom in the West from which it stems. 
Yet news of the escapee program inevitably reaches the people behind the Iron 
Curtain. In its assistance to escapees it reflects the humanity of the West, and 
its true concern for those now under the yoke of Communist tyranny. To the 
extent that the escapee program continues its work, it will play its part in keep- 
ing alive the faith in freedom upon which the ultimate hopes of oppressed people 
everywhere must rest. 


UNITED StaTEs EscarrEeE PROGRAM, JANUARY 5, 1954 


Following is the account which was transmitted on December 2, 1953, by the 
Escapee Program Division, United States Operations Mission in Greece to the 
escapee program headquarters, Office for Refugees and Migration, Foreign Oper- 
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ations Administration, Washington, D. C., concerning the escape from Albania 
and arrival in Greece of the Nickolas brothers, Christakis and Thanass: 

On Thanksgiving Day, November 26, 1953, representatives of the United States 
escapee program, with approximately 15 members of the local Greek and inter- 
national press and newsreel services made a whirlwind plane trip as guests of 
the United States Military Air Transport Service to the island of Corfu to report 
to the world the complete news of the dramatic and novel escape into Greece 
from the Albanian port of Valona, engineered by two Albanian brothers during 
the early hours of November 23, 1953. 

Less than an hour after the special military plane returned to Athens’ Ellenikon 
Airport with its cargo of top flight newsmen, the story of the escape and of the 
83-hour interview with the principals in the drama was flashing across the key- 
boards of all the international news services: 24 hours later every important 
newspaper in Greece published at least a full three-column spread including 
several photos. The staid and conservative Kathimerini (The Daily), considered 
by many as the “Times” of Greece, deigned to devote four columns to this epi- 
sode ; Ethnikos Kyrix (National Herald), devoted eight columns. 

The Communist press was silent. 

The central figures in the question-packed interview conducted in English, 
Greek, and Albanian, Christakis Lazar Nickolas, 24, barber, and his brother, 
Thanass Lazar Nickolas, 26, mechanic, who had considered suicide if he failed, 
calmly unfolded a bizarre and unique tale of minute preparation, drugs, and gun- 
fire before finally setting foot on the rocky shores of the coastal village of 
Sithari, about 8 miles northwest of Corfu, and about 70 miles and 12 hours from 
a past filled with oppression and tyranny. The brothers headed for Greece in- 
stead of Italy. Though farther, Greece would treat them better, and news of 
their escape would hurt the Communist regime more because Greece was con- 
sidered “Albania’s greatest potential enemy, with Yugoslavia and Italy not far 
behind.” 

The elder Nickolas, the boat's regular mechanic, had illegally procured an 
Italian liquid sleeping potion from friends and two vials of morphine, left by 
his late mother ; these were used to overcome two soldier guards and the 68-year- 
old weatherbeaten skipper of the dilapidated 10-ton Albanian state-owned motor- 
boat Dinamo M. P. M., laden with approximately 5 tons of flour and several 
automobile tires destined for the nearby coast guard posts of Agioi Saranta and 
Khimara. 

“Not wishing to kill them,” said Thanass, “I secretly obtained some narcotics 
because all prescriptions must be endorsed by the security police. I got some food 
and wine from some friends of mine who did not know my real intentions. About 
8:30 Sunday night (November 22), while the boat was still moored, I offered 
them some of the food. We started, eating together. I went to the hold for 
the wine and while there I poured in the sleeping drug, after taking out my share 
of wine. They drank the wine, but only one soldier fell asleep. The captain 
remarked that the wine smelled like eau-de-cologne, but I assured him that it was 
a special wine from a wedding banquet, and that it was customary for some of 
the bride’s perfume to be put in the wine. I went down again, broke the mor- 
phine vials and emptied them into the rest of the wine and some water and gave 
them to the captain and the other soldier. By this time, they were quite dizzy 
and without suspecting, drank the water. They, too, soon fell asleep. Then I 
lighted the lanterns and fixed them on the riggings; this was a signal to my 
brother that everything was O. K.” 

Meanwhile, Christakis, hidden hehind some rocks along the shore about 400 
yards from the anchored boat, waited for two “carabinieri,” or shore police, to 
pass by, shed his clothes, dived, and swam to the boat. Thanass cut the anchor, 
started the engine, and eased the boat from the pier into the darkness of the open 
sea, bearing south but warily keeping far enough away from the shore to avoid 
suspicion of any patrol craft. 

Christakis disarmed the soldiers, now completely oblivious of what happened. 

About 1 o’clock next morning, the skipper awoke briefly in a semidaze and 
asked where the anchor was: when Thanass replied that it was hanging on the 
starboard side, the captain returned to his reverie. 

About dawn, however, as the captain and the disarmed soldiers gradually re- 
gained consciousness, the boat was well on its way to Greek waters. A frantic 
and tearful attempt by one of the soldiers to gain control ended in his being shot 
in the right knee by Christakis who had repeatedly warned him not to advance. 
After that the captain neither ventured nor proposed further resistance, except to 
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implore the escapees, in vain, to allow him and the soldiers to return unmolested 
to Albania. About 11:30 on the morning of November 23, 1953, the boat was 
stranded in the bay near the coastal village of Sithari. The escapees elatedly 
surrendered themselves and their hostages to the local authorities amidst a 
throng of curious and friendly townspeople, thus climaxing a bizarre story of a 
desperate flight from Communist tyranny. 

The escapees leave behind them a married sister. Their father died 10 years 
ago. Their mother died last year from injuries suffered 6 months earlier; a 
security officer on a routine round to enroll forced laborers—a regular practice 
in Albania—kicked her when she failed to disclose the whereabouts of Thanass. 

Apparently unperturbed by the barrage of exploding flashlights and eager to 
answer the countless questions of the press who sensed that a “scoop” was im- 
minent, the escapees described the economic and political atmosphere of Soviet- 
dominated Albania. Food ration cards, they said, were issued in four classes: 

1. ordinary cards for children and aged; 2, light ration cards for government 
employees ; 8, a slightly more liberal card for workers in light industry ; and 4, a 
generous ration for heavy industry workers. 





Ration 





Grams Grams 

Cornbread . : ( 600 700 | Much higher. 
Cottonseed oil_......---...| Monthly -__-- ; 250 350 | Details unknown. 
pe Sy ho See OE See 8 ER, | ss ptes - 400 400 Do. 
Re ere ee an = 250 400 Do. 
Bean8...-<----------------]-----d0-.-_.-- 250 400 

seen case eco. ibe 600 








1200 grams for infants—400 grams for aged, 


Although these items are supposedly available, people still queue for 5 hours 
to buy cheap cornbread whose official price is 5% leks ($0.11) per kilo, (2.2 
pounds), whereas the well-stocked state subsidized “Special” stores sell it for 40 
leks ($0.80) per kilo. Russian wheat and rye bread sells for six leks ($0.12) per 


kilo on the ration, and for 70 leks ($1.40) on the black market. In this manner 
the state can presumably siphon as much money as possible from the people who 
are obliged to buy the bread in order to survive. Sugar is seldom available; the 
macaroni is cheap dough, and meat has not been distributed for two years. 
Poultry is a luxury. All production is channeled to Russia including wool, olive 
oil, cotton, pitch, chromium, naphtha, petroleum, eggs, lemons, oranges, and whole 
herds of sheep and cattle. 

Thanass, whose salary was 150 leks per day ($3), stated that the monthly 
salary of the average Albanian worker was about four to five thousand leks ($80— 
$100). Christakis earned 4,000 leks a month as a barber. 

The brothers were unable to show the purchasing power of the lek but did offer 
some comparison by stating that a 12-ounce glass of beer costs 23 leks ($0.46), a 
liter of wine costs one day’s work (about 130 leks, equivalent to $2.60), and a 
shave and haircut, 20 leks ($0.40). All available information in Athens quotes 
the lek at 2 cents. The inflated nature of the currency, however, lends small 
credence to this exchange value considered nominal. Most banks refused to 
quote any rate even on Swiss banks.) 

Turning to the political scene, Thanass stated that conditions had worsened 
since Stalin’s death. About 250 Russian Officers and 400 civilians are stationed 
through Albania—concentrating in Tirana, Avion (Valona), and Durazzo. All 
of the vital government posts are staffed or “advised” by behind-the-scenes 
Russians. All borders, especially those common to Greece, are heavily guarded. 
The United States is continuously accused in the Albanian press as instigating 
war against the Communist bloc. 

Thanass doubted seriously that the people would ever revolt, despite the tyranny 
of the Communists whom he regarded as low-level, because they were very much 
afraid of reprisals and dared not trust each other. Furthermore, the successive 
sradually increased doses of oppression demoralized the populace comp!etely 
and crushed any spark of resistance left. Strangely, however, Thanass believed 
that the Communist leaders sensed the regime would some day topple. Lle could 
hot specify how soon, when asked by Mr. A. C. Sedgewick, of the New York Times. 

The escapees then described in some detail—to the considerable interest of the 
Greek press—the existence of approximately 300 Greek prisoners of the 1947-48 
guerrilla war, barely living under horrible conditions in a concentration camp 
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in Kafara and Varibopi about 20 miles from Valona; the transfer to Russia of 
a Greek Communist with a Royal Hellenic Air Force plane. This portion of the 
interview received extensive coverage in the Greek press and revived considerable 
speculation regarding the fate of the Greek POW’s and the children. 

Askd whether they had ever heard of Radio Free Europe, or the Voice of 
America, both replied, “Yes, many of us hear both RFE and VOA, especially VOA 
regularly, but it is dangerous because when someone is merely suspected by the 
security police of listening to such broadcasts, his radio is confiscated, and the 
person gets into trouble.” 

The escapees were asked whether they ever heard of the United States escapee 
program, “Yes, we have heard of it and it has made a good impression on the 
Albanian people, but few have the courave or the means to leave Albania.” (At 
this point there were many questions about other matters. The USEP repre- 
sentative was unable to develop and explore the facts relative to the extent of 
knowledge of USEP behind the Iron Curtain. Detailed questions on this sub- 
ject have meanwhile been prepared, however, and any new facts will be trans- 
wae presented with the USEP plastic welcome kits containing toilet articles 
and stationary supplies, the escapees beamed with satisfaction, posed willingly 
for the Fox Movietone newsreel camera, and rummaged eagerly through the bag, 
fingering each item almost unbelievingly. When later allowed to select a suit of 
clothes, shoes, shirts, ties and socks as gifts of the American people through the 
United States escapee program, they were overwhelmed. After trying three or 
four coats, Thanass, almost inarticulate with pleasure, blurted excitediy: “I 
can’t believe it’s possible to be free and choose what I want.” 

The townspeople by this time had congregated and crowded around the store 
front to share the happiness of the escapees. One Greek newspaper, Ethnikos 
Kyrix, describes the scene : 

“In the afternoon, the American officials of the mission * * * made a generous 
gesture to the two youngsters who gained their freedom, which they character- 
ized as an offer by the American people. 

“They took Thanass and Christakis to various shops in Corfu and bouglit 
them clothing and underwear. The sight of the two young Albanians wearing 
their new clothes was very touching. Christakis had quite a difficult time tying 
his tie, an item which he used for the first time in his life. 

“Thanass, too, was very proud of his waterproof, red leather shoes which he 
put on very carefully in order not to crease his new stockings. 

“Finally the skipper, Vassili, was presented with a blue plastic bag—it seemed 
made for the purpose—containing various toilet articles, such as safety razor, 
soap, shaving brush, toothpaste. The only thing was that Captain Vassili seemed 
ashamed to take it. Who knows why.” 

The interview with Vassili Kochi, the hapless, leatherskinned 68-year-old 
grandfather and skipper of the escape craft, served as an anticlimax to the day’s 
excitement. Slightly nervous, eyes flashing, and very much bewildered, Kochi. 
speaking Greek, confirmed the essential facts of the escape, adding that the wine 
did taste “peculiar” with an unusual “kick, as if somebody hit me on the 
head.” He harbored no malice for the escapees and really understood their 
purpose; only, they should have allowed him and the soldiers to return to 
Albania. He wanted to return, not by preference, but because of his three sons 
and daughter, all of whom have families. One son is a first lieutenant in the 
Albanian Army. He was certain they were already arrested if not killed, because 
the Communists—he never became involved in politics—“lose little time in 
taking hostages.” 

He would probably be liquidated on returning, but had to, for his family. His 
life had practically finished its course. 

AESega/os 


NOVEMBER 30, 1953. 


In reply refer to BE 761.00/5-2655 JUNE 13, 1955. 


Hon. Steven B. Derountan, 
House of Representatives. 


Dear Mr. DeRouNIAN: I wish the acknowledge your letter of May 26, 1955, in 
which you quoted from a letter from one of your constituents, a naturalized citi- 
ven of V.ithuanian origin, who recently received an invitation to return to his 
former home. 
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In the course of recent months intensive efforts have been made by Soviet and 
satellite governments to sow dissension and distrust among Eastern EBurcpean 
emigrees residing in western countries, to disrupt anti-Communist activities in 
which they participate, and to induce those who may be responsive to deceptive 
propaganda or pressure to return to their native lands. The Communist effort 
in this field is not confined to propaganda. It comprises also acts of physical 
violenee directed against individual emigrees who by virtue of their anti-Commu- 
nist activities are considered to be particularly dangerous. Lately, as in the case 
of your constituent, Soviet efforts have included the mailing of circulars to 
emigrees in the United States. 

The fact that Soviet and satellite governments have gone to great effort to lure 
exiles and escapees back home testifies to the strength of the emigration. Soviet 
and satellite emigrees represent an active anti-Communist force in each western 
country where they reside, They symbolize, behind the curtain and in the free 
world, the aspirations for freedom in their native lands. 

The Communist line after the mass postwar repatriation programs was in the 
main one of general denial that U. S. 8. R. and satellite exiles were other than 
traitors. Present Kremlin leaders apparently recognized the importance of the 
emigration as a force, especially its role when coexistence is the Communist 
line. They have therefore set out to demoralize the emigration and to discredit 
it in the eyes of the West. During the past year they have launched a vigorous 
campaign based on promises of sympathetic treatment and rehabilitation for 
emigrees who return. The line alleges that most emigrees have been victimized 
by western pressure and false propaganda. 

Free world capabilities for countering a campaign of this nature reflect the 
inherently greater attractiveness of life where democratic freedoms prevail. 
There are, however, agents of the Communist regimes among the emigrees who, 
when withdrawn, may be represented in Communist propaganda as voluntary 
returnees. Moreover, nostalgia for one’s own people and concern for the welfare 
of close relatives who are still behind the curtain may exercise a strong power 
of attraction, particularly on those who have been unable to reestablish them- 
selves in an alien environment. 

Much of the responsibility for providing a hospitable climate for escapees rests 
with local authorities in the countries of immediate asylum who may be either 
hostile, indifferent to the problem, or beset with difficulties not immediately 
related to the problem. 

Notwithstanding these adverse conditions, there are a number of measures 
which could contribute to alleviating the lot of escapees and depriving the Soviet 
campaign of its effectiveness. This Government is attempting to carry out such 
measures. Compared to the number existing at the end of World War II, there 
remain relatively few emigrees in Europe who have not been accepted for emigra- 
tion abroad and for whom local resettlement and integration has been difficult. 
Working through the United States escapee program, the voluntary welfare agen- 
cies, and a liberalized Refugee Relief Act, coupled with the awareness and help of 
the Western European governments and international agencies, we hope the 
remaining escapees and refugees can be firmly resettled or integrated, which 
when accomplished will go far in offsetting the Soviet campaign. Although the 
Soviets will undoubtedly continue to paint as black a picture of conditions in the 
West as possible, the western record in fact is excellent. 

The emigrees themselves have been energetic and successful in exposing through 
publicity the Soviet satellite “return home” campaign for what it is, a treacherous 
lure. In the end our greatest support in countering this Communist campaign 
lies in the emigrees to whom this activity is directed and who have experienced 
life under the Communist regimes. They will not easily be persuaded to return. 
As long as emigrees react to the campaign as the constituent did who wrote you 
we need have no fear of its effectiveness. 

Sincerely yours, 
THRUSTON B. Morton, 
Assistant Secretary. 
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(The following information has been submitted for the record in 
response to Mr. Vorys inquiry on p. 505.) 


JUNE 20, 1955. 
STATEMENT FOR HousE FOREIGN AFFAIRS COMMITTEE ON ADDED Costs RESULTING 
FROM APPLICATION OF THE 50-50 SHIPPING CLAUSE TO USE OF THE PROPOSED $13 
MILLION APPROPRIATION UNDER SECTION 409 (D) 


With reference to an inquiry from Congressman Vorys, it is estimated that 
there will be an added cost of $55,000 resulting from compliance with the 50-50 
shipping requirement (section 509 of the Mutual Security Act of 1954) in the 
use of the proposed $13 million appropriation under section 409 (d) for payment 
of ocean freight charges on shipment of surplus agricultural commodities. 

Of the $13 million requested appropriation, $10 million is planned for use in 
financing transportation of voluntary agency shipments under title III of the 
Agricultural Trade Development and Assistance Act (Public Law 480, 83d 
Cong.) These are package shipments which travel on liners which are subject 
to conference rates, so that there is no differential between United States and 
foreign rates. 

The remaining $3 million is planned to finance shipments of food for famine 
relief under title II of Public Law 480. Past experience indicates that 75 per- 
cent of this will be package shipments traveling on liners subject to conference 
rates. Of the remaining amount ($750,000), it is expected that one-half 
($375,000) will be used to finance shipments of bulk cargoes on foreign tramps. 
This sum would cover shipments totaling approximately 20,000 tons (2 ship- 
loads). The estimated differential between foreign and United States shipping 
for this type of transport is about $2.75 per ton. 20,000 tons at a differential of 
$2.75 per ton gives an estimated total of $55,000 added cost resulting from the 
application of the 50-50 clause. 





APPENDIX 


[Article from the Saturday Evening Post, May 28, 1955] 
THE RUGGED Mr, DULLES 
(By Beverly Smith, Washington editor of the Saturday Evening Post) 


An intimate analysis of our brilliant, complex Secretary of State, whom Ike 
epitomizes by asking, ‘‘Where could I find a man to replace him?” 


Next to President Eisenhower, the man primarily responsible for America’s 
peace, security, and indeed survival in this explosive nuclear world is Secretary 
of State John Foster Dulles. The President makes the top decisions, but be 
must necessarily depend largely upon Mr. Dulles for the information and advice 
on which these decisions are based, and for the diplomatic tactics by which 
they are carried out. Also, as the President’s confidence in Dulles has grown, 
he has assigned him even heavier responsibilities than usually fall upon a Secre- 
tary of State. 

Thus our destinies depend much on John Foster Dulles; yet most of us 
have only a dim or distorted idea of just what kind of man he is. This article 
is an attempt to throw some light on that subject. I shall not try here to 
make any learned appraisal of his diplomatic policies, but rather to see what 
sort of person this is, and how he lives and works under the burdens of a 
task which involves the fate of us all. I have had talks with him and with 


Mrs. Dulles; with members of his family, aides, associates, former law part- 
ners, old friends; and with people in his home town who remember him from 
his earliest boyhood. I can’t claim to know all the answers, but I cleared up 
many of my own misapprehensions. Incidentally, I found him to be a far 
more unusual and complex character than I had realized. He combines : 


a 
bundle of qualities seldom found in one man. 


He is a woodsman and a cosmopolite, a Spartan with a dash of the epicurean, 
a fervent rough-water sailor and a scholar, a gregarious world traveler and 
an (occasional) recluse. He cannot only cook; he is a willing hand with the 
dishes. He is an accomplished fisherman, tree surgeon, swimmer, fire tender, 
doodler and whittler—this last a talent which has come in handy during pro- 
longed conferences with Mr. Molotov. He is a student of—and usually has within 
reach—the Bible, the Federalist papers, a batch of whodunits, and Stalin’s 
Problems of Leninism. In matters of duty he has an old-fashioned austerity ; 
in personal relationships he is warmhearted to the point of fondness toward 
those who once come within the circle of his affection. 

He has always been a demon for work; since becoming Secretary of State he 
has borne labors and worries which would have broken most younger men. 
Dulles, at 67, not only holds the killing pace, he thrives on it. He says he 
likes it. In his first 27 months on the job he lost not a day because of illness. 
His physical and nervous endurance are phenomenal. One of his secrets is 
his ability, in his rare hours of ease, to move from intense toil to lighthearted 
relaxation with the speed of a quick-change artist. 

Last year one of Dulles’ right-hand men became ill. The doctors prescribed 
complete rest for 2 months. After 1 month he sent word to Dulles that he felt 
better and was coming back to work. In reply the Secretary of State, though 
sreatly needing the aide’s help, wrote him: 

“I think you ought to know that your office is heavily guarded, with instruc- 
tions not to let you in unless you bring with you a doctor’s certificate. I wanted 
you to be aware of this, as it might otherwise be embarrassing to you to turn 
up and be thrown out. 
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“J should perhaps add that no one is more eager to see the doctor’s certificate 
than I, unless it is you and your wife. 

“Faithfully yours.” 

The letter is characteristic of Dulles, and is especially interesting as show- 
ing, in its humor and warmth, a side of him which is least understood, not only 
by the general public but by those whose acquaintance with him has not hap- 
pened to carry them within the barriers of his considerable reserve. ‘The name 
and photograph of John Foster Dulles have been much in the newspapers since 
1944, and in the last year or so television appearances have helped bring him 
personally closer to the public. Yet many people, while granting him high 
marks for industry and conscientiousness, are still inclined to see him as a 
superserious sourpuss. 

This image of the man, while painfully false to his friends, is not entirely 
inexplicable. His 3-decker name has a certain portentous ring, while the first 
4 letters of his surname exercise a nagging power of suggestion. The old wheeze 
about the superlative of dull (dull, duller, Dulles) dies hard and, once dead, is 
promptly resurrected by a new generation of wags. But any dullness is in the 
name, not the brain. Those who engage in argument or negotiation with Dulles 
soon find themselves up against one of the sharpest minds extant—capacious, 
clear, analytical, nimble, and fertile. For many years, while he was active head 
of the noted law firm of Sullivan & Cromwell, Dulles was often referred to as 
“the world’s highest-priced lawyer.”” One may assume that the corporations and 
governments who were his clients did not pay him such fees just because they 
liked his face. 

His face, indeed, has contributed to the sourpuss legend. It bears, in serious 
moments—so often caught by the news cameras—an expression of preternatural 
gravity. Its deep-drawn downward lines, at such times, would be worth a 
fortune to an undertaker. Or to a professional poker player, and perhaps this 
supplies a clue. Much of Dulles’ legal career was devoted not to work in court, 
but to the sort of delicate negotiations, for high stakes, where a deadpan im- 
penetrability may be as useful as at the poker table. Some friends advance a 
further theory: Dulles’ brilliance in the law brought him, in his early thirties, 
into association and competition with men 20 or 30 years his senior. 

“Young Foster adopted that graveyard expression,” guesses one friend, “partly 
out of respect for the old fossils of 50 and 60 with whom he then had to deal, 
and partly to mask his own precocious youth.” 

When the grim downward lines do crinkle into a smile—which is frequently— 
the effect is all the more startling and attractive. In his relaxed moments he 
has more than the average sense of fun and wit. He also has a faculty, when 
things go badly, of finding a pleasantry to break the tension. One morning last 
December, Dulles’ staff meeting opened with a report by an intelligence officer. 
His news, from all over the world, was unrelievedly dark. When he finished, 
Secretary Dulles broke the depressed silence. 

“What about the Davis Cup matches?” he asked. 

“Why, sir,” said the surprised intelligence officer, “I understand that America 
recaptured the cup.” 

“Fine!” said Dulles. “I don’t claim it offsets the vote in the French Assembly, 
but today we need any good news we can get.” 

On an average day Secretary Dulles is at his desk in the State Department by 
8:15 a. m. and leaves for home about 7:15 p.m. Unless called upon to attend 
a formal luncheon, he has an apple and a cup of tea brought to bis desk, and 
consumes them while he works. 

By the end of this 11-hour day, if it has been an especially tough one, he is a 
tired man and looks it. But one who sees him an hour later, perhaps at a diplo- 
matic dinner, finds an astonishing transformation. He seems rested, relaxed, 
fresh as a daisy, and looks years younger. This ability of his to shake off the 
cares of the day and, as it were tap a fresh stream of energy, is a source of 
wonder to all those who know him. None of them—or Mr. Dulles himself—can 
fully explain it. The routine he follows on leaving the office is simple enough: 

First there is the drive home to the roomy stone house which Mr. and Mrs. 
Dulles occupy, on the slope of a little wooded valley only 10 minutes from the 
State Department. Arriving home, he draws a deep warm bath, sinks back 
in it and relaxes completely—“lets himself go numb.” In a few minutes he 
hops out, shaves for the second time that day, and gets into his evening clothes 
in a jiffy. He is a fast shaver and dresser. If he has no diplomatic duties that 
evening, he puts on comfortable house clothes, and is ready for his favorite pre- 
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dinner drink, a sturdy rye on the rocks, made with a full-bodied Pennsylvania 
whisky. 

Somewhere and somehow, within this half hour after he leaves his office, he 
manages to shut out, to “pull the curtains down” on all the complex worries of 
the day. Nor. do they return to pester him when he goes to bed, usually by 
10:30 or 11 in the evening. In bed he reads a whodunit for a little while; then 
dozes off into a sound sleep with no need of sleeping pills. 

This priceless gift of relaxation is the envy and puzz!ement of those who 
know him. Some think it is a family trait—his brother, Allen Dulles, Director 
of the Central Intelligence Agency, has a somewhat similar faculty. Others 
put it down to the long discipline of his legal] training: early in his practice 
he encountered responsibilities which required him to control and compart- 
mentize his thinking, to dismiss the worries of one case from his mind as he 
moved on to the next. Others think that his deep religious feeling is an important 
element. Actually, while he seems able to sweep every worry from his mind, the 
exclusion is not quite complete. For example, his happiest recreation is during 
the rare weekends which he and Mrs. Dulles are able to spend, entirely alone, in 
their primitive log-cabin hideaway on little Duck Island in Lake Ontario. He 
returns from these outdoor jaunts full of new projects and fresh solutions for old 
problems. So it seems that even when the Secretary of State is chopping wood, 
hauling water or cooking over the open fire, there is some small back office in 
his mind—or subconscious, if you prefer—where official rumination quietly 
continues after the curtains have been drawn down in front. 

It is his ability to relax which has enabled Secretary Dulles to endure without 
exhaustion the prodigious airplane trips which have made him the most traveled 
statesman in history. Ever since 1945 he has been flying the oceans as Repub- 
lican consultant at diplomatic conferences. Since he became Secretary of State 
in January 1953, he has logged nearly 240,000 miles in plane travel—equivalent to 
10 times around the world. 

Most travelers, even on vacation, find a transoceanic plane trip a bit tiring. 
The vibration, the occasional bumpiness, the changes in time, perhaps a secret 
worry about the tune of the motors—these produce a certain nervous fatigue. 
In late February, Dulles set out by plane to visit the critical areas of the Far 
East. In the next 15 days he flew 24,880 miles—roughly as far as 10 transatlantic 
crossings. 

And that was no vacation. The plane was a flying office where Dulles and his 
staff experts, at each stage of the journey, studied and debated the problems of 
the next country to be visited. At each new airport there were delegations to be 
greeted, cameras to be faced, appropriate messages to be uttered, reporters’ 
questions to be answered. Each day, among the statesmen and royal personages 
encountered, there were new personalities to be met, understood, and reassured. 
There were official banquets and long-drawn conferences, over which the nearby 
threat of aggressive communism hovered like a specter. There were airports so 
primitimesthat:-Dulles had to shift to a small plane to. get in at all. 

The time changes moved all the way around the clock—Bangkok is on the 
other side of the globe. The weather varied from winter cold to steaming tropic 
heat. ‘There were constant changes of water and of food. On such trips Dulles 
eats and drinks whatever is set before him, whether it be raw fish, strange fruits, 
shark’s fins, or drinking water from the royalswamp. To decline he feels would 
he impolite, suggesting to the sensitive host that the proffered hospitality was 
teeming with ptomaine. Thus far-his gastronomic tact:-has done him no harm. 

For such trips Dulles uses a four-engined plane supplied by MATS—Military 
Air Transport Service—and staffed by a topnotch crew. The safety factor is 
high, but aerial voyaging on the Dulles scale cannot be entirely without risk. On 
the long trip to the Far East there were a few tricky landings, but if there was 
uny anxiety, Dulles did not seem to share it. 

When the Dulles plane returned to Washington after the long Far Eastern 
trip, the pilot found conditions so foggy that he was in doubt whether to try 
for a landing or fly on to the nearest clear field in North Carolina. The decision 
was so close that he decided to put it up to Mr. Dulles. His reply was the same 
as on all such occasions: “Let’s go on in.” 

Returning from such aerodiplomatic marathons, some of Dulles’ aides are in 
a state of semiexhaustion for days. He seems as fresh as the day he started. 
He is a man entirely adjusted to the air age. As soon as he boards the plane 
he changes to old slacks, a soft shirt, and comfortable carpet slippers. He has 
the ability to snatch a quick nap at any hour of the day. Also, he always takes 
along a little canvas bag containing his swimming trunks: usually there are 
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refueling stops at some island, such as Bermuda in the Atlantic or Midway in 
the Pacific, where the secretary can nip out for a quick, vigorous swim. 

One thing which eases the long trips for Mr. Dulles is that Mrs. Dulles almost 
invariably goes along. They have been a most devoted couple ever since their 
marriage in 1912. With her aboard, the big plane becomes a home as .well as 
an office. Her calm, attractive personality, her concern for the health and 
comfort of passengers and crew, brightens the trip for everybody. Incidentally, 
whenever on their travels a toast is proposed to Secretary Dulles, he rises at 
once, raises his slass, and suggests that the toast must be not to him, but to 
Mrs. Dulles, since she is responsible “for anything good I may have achieved.” 

While Dulles has broken all records for diplomatic travel, some of his critics 
raise a natural question: “Are these trips necessary?’ His own answer is an 
emphatic ‘“‘Yes.” In these critical times he believes that close confidence and 
understanding among countries of the free world are of the utmost importance; 
and that personal meetings can supply this in a way that letters, cables and 
telephone calls cannot do. He has a lawyer’s feeling for the need to “see the 
witness.” 

A further point: these are nervous days for countries located close to Russia 
or Communist China. Though we assure them of our friendship and support, 
America seems very far away. But when America’s Secretary of State drops 
in, as though casually, for a visit, it gives an impression of America’s nearness 
and friendship which written words do not convey. 

Also, though I have not heard Mr. Dulles advance this reason, the plane trips 
give him some much-needed time for reflection. In Washington his days are 
subject to constant interruption. There are telephone calls to be answered 
from Senators, from Cabinet members, from foreign ambassadors. There «re 
the frequent visits to Capitol Hill—he has made nearly 100 of these—to testify 
before committees. Dulles regards this as a vital part of his duty, and he is 
an effective and patient witness, but it does consume a lot of time and energy. 
Then, in Washington, there is the administrative work of running a big depart- 
ment with its thousands of employees. He has tried to delegate as much of this 
as possible, but is too conscientious a man to escape it entirely. 

Once his plane’s wheels leave the ground, most of these distractions are left 
behind. He is still within the long reach of radio for important decisions and 
Presidential consultation, but he has the time for the sustained thought, the 
carefully balanced reflection, which the problems of today’s world so urgently 
require. 

These are the problems which he regards as his true forte, and for which, 
in fact, he has been trained since boyhood. From the age of 7 onward he 
spent much time with his maternal grandfather, Gen. John W. Foster, who had 
been Secretary of State under President Benjamin Harrison. Grandpa Foster, 
born in Indiana, had served with distinction as a cavalry brigadier in the Union 
Army before he was 30, was a noted international lawyer, had been minister to 
Mexico, Russia, and Spain, and was the author of books on diplomatic history. 
In 1895 he was invited by the Imperial Chinese Government to serve as adviser 
and mediator at the peace conference at Shimonoseki which ended the China- 
Japanese War. He was thus present during the hard decision by which China, 
badly beaten, had to cede the island of Formosa to victorious Japan. It is a 
curiosity of history that John Foster’s grandson finds this same Formosa one 
of his most critical problems. 

Grandpa Foster used to spend his summers at Henderson Harbor on Lake On- 
tario, which is quite near Watertown, N. Y., where young Foster’s father, Allen 
Macy Dulles, was minister of the First Presbyterian Church. Grandpa was 1 
fervent, 8-hour-a-day fisherman, and his namesake grandson was his frequent 
companion. While young Foster whittled out toy boats, grandpa held forth on 
his experiences in war and diplomacy—including the Chinese and the Russian. 
Young Foster absorbed a background in such matters before he was out of knee 
pants. 

Also much at Henderson Harbor was young Foster’s uncle by marriage, Robert 
Lansing, who was later to serve as Secretary of State under Woodrow Wilson. 
The family dinner table was enlivened by diplomatic debates, notably during 
the Boer War, when Grandpa Foster defended England and Uncle Robert took 
the side of the Boers. 

When Grandpa Foster went as a consultant to the Hague Peace Conference 
in 1907, he took along his grandson, then a 19-year-old junior at Princeton. 
Young Foster, already fluent in French, quickly made himself useful and served 
as secretary to the conference. He thus began an acquaintance with the chief 
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personalities and problems of European diplomacy which continued through the 
Versailles Conference, his international-law practice, and his many official and 
semiofficial missions, down to the present day—a span of almost a half century. 

Apart from youthful inoculations in diplomacy ,young Foster had a normal 
and strenuous boyhood. In public grade school and high school at Watertown 
he was known as an exceptionally bright youngster, but his love of the outdoors 
kept him from being as studious as his teachers wished. Watertown is in the 
snow belt, with winter temperatures frequently plunging to 20 or 30 below— 
a great place for winter sports. And once the ice was off Lake Ontario in the 
spring, it was hard to keep young Foster from the swimming, boating and fishing 
of which he was so fond. Doubtless this helped him develop the rugged physical 
constitution which has served him so well. He has often needed it. At 10 he 
was struck by lightening, knocked cold for half an hour, but otherwise un- 
damaged. At 13 he had a bad siege of typhoid, then a great killer. He survived 
despite the most assiduous medical care of those days, which consisted of (@) 
semistarvation and (6b) prolonged immersion of the feverish patient in a tub 
of water filled with ice. 

He came Out of that illness almost a skeleton, but his recovery was speeded 
by grandpa’s gift of a catboat, known as “No. 5,” in which Foster and his 
younger brother, Allen, used to cruise for days at a time far out on the stormy 
waters of Lake Ontario, sometimes to the alarm of the family. But both boys 
were good sailors and navigators and came to no harm. 

Young Foster’s father was a philosopher as well as a preacher, a man of great 
sweetness of character, but also with a certain Presbyterian severity which in- 
fluenced the boy. Papa Dulles considered unpleasane duties and physical hard- 
ships a wholesome part of life, necessary to “toughen the will.” Probably this 
strengthened the strong Spartan strain in the son’s character. Dulles’ younger 
sister, Eleanor—herself a noted authority in international economics—remem- 
bers that one of Papa Dulles’ favorite admonitions was “Never make excuses.” 
To this day, Dulles, when under fire, is reluctant to advance an alibi, even when 
there is an explanation which might quiet the clamor. 

Papa Dulles was somewhat strict about the Sabbath. On Sunday, for ex- 
ample, the children were not allowed to “swim.” But they could “bathe,” which 
meant that they could paddle about decorously for coolness and health, but with- 
out the splashing and yelling which might suggest that they were having fun. 
On weekdays, however, the Reverend Dr. Dulles enjoyed outdoor sports as much 
as the youngsters, and was their eager companion on many a hazardous tobog- 
gan ride or rough-water sail. 

While young Foster was not particularly studious as a boy, he read every 
book on American history he could lay hands on. He still remembers a novel, 
The Boys of ’76, by Charles Carleton Coffin, and wonders whether young people 
today have any such fictionalized histories to read. His interest has never lagged. 
His pride in America’s beginnings, his intimate knowledge of the writings of 
American heroes from Washington to Lincoln, are apparent not only in his 
speeches but in his conversation. A foreign ambassador who visits him is likely 
to go away with a copy of the Federalist papers and the suggestion: “If you want 
to understand America, read that.” ‘ 

By the time he reached Princeton, young Foster had buckled down to his 
studies. He graduated at 20, Phi Beta Kappa, valedictorian of his class, and 
winner of a fellowship for a year of philosophy and international law at the 
Sorbonne in Paris. For his regular law course he went to George Washington 
University, in Washington, so as to be near his Grandfather Foster. He finished 
the 3-year course in 2 years, with the highest marks which had ever been recorded 
there. Asked about this, Dulles is a bit apologetic. 

“T had a kind of knack for passing exams,” he says. 

There was one important examination he never finished. This was when he 
took the New York State Bar examinations in 1912. He was then wooing a 
Miss Avery, of Auburn, N. Y., and had promised to take her canoeing that 
evening. As he scribbled furiously at his examination paper he kept one eye 
on the clock. The time for the train to Auburn crept near, and there were 
still many questions unanswered. Figuring quickly, he calculated that he had 
completed enough of the quiz to pass. He turned in his paper, sprinted for 
his train, and kept his date. P. S.: He passed the exam. The incident illus- 
trates certain Dulles qualities: self-confidence, cool calculation; punctuality, 
and—his regard for the Janet Pomeroy Avery who is now Mrs. Dulles. 

While in college, Dulles became something of a phenomenon as a chess player. 
When he reached the point where he could take on opponents blindfolded, fol- 
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lowing and directing the moves by mental concentration, he decided the game 
was becoming too engrossing, and cut down sharply on his playing. But he 
still has an expert knowledge of the game, and finds this useful in his dealings 
with the Russian leaders, who not only consider chess a national sport but 
part of their training for politics and war. Perhaps because of the chess player's 
habit, the Soviet leaders usually calculate their moves far in advance. While this 
makes them formidable, it at least gives the opponent a chance to figure out what 
alternate moves they may have in mind. The new leaders of Communist China 
seem to lack this deliberate, caleulative habit. This makes them, Dulles feels, 
less predictable and therefore more immediately dangerous than their Russian 
allies. 

The Foreign Ministers’ Conference in Berlin last year was a kind of gigantic 
chess game between Molotov and Dulles. The Soviets at that time were full of 
sweet talk about co-existence and mutual-security pacts, apparently designed to 
split the Western allies. Dulles’ task was to hold the unity of America, Britain 
and France, while probing the truth or falsity of Molotov’s fair words. As a 
tactician, Molotov is one of the most skillful and tricky of modern diplomatists. 
But Dulles has been studying his methods every since they first met at the 
London Conference in 1945. In Berlin, according to American observers—and 
the written record seems to confirm it—Dulles took the upper hand and held it. 

The seating arrangements around the table—Molotoy, Dulles, Bidalt, Eden— 
was such that Dulles always had to speak immediately following Molotov. Dur- 
ing Molotov’s long, carefully prepared harangues Dulles would lounge in his 
chair, seldom taking a note, apparently hardly listening as he doodled on his 
ever-present yellow scratch pad or whittled patiently away at a scries of 
pencils. 

This attitude seemed to nettle the impassive Molotov. He would dart sharp 
glances at the apparently relaxed, almost sleepy figure of his adversary. But 
Dulles, who has a power of intense mental concentration, was not drowsing. 
When Molotoy finished, he would fold up his penknife with leisurely care, put 
it in his pocket, pull up his socks, hitch his chair closer to the table, and 
proceed—extemporaneously—to dissect the Molotov argument paragraph by 
paragraph. His knowledge of diplomatic history, his ability to quote ver- 
batim from the Communist “sacred writings” of Lenin and Stalin, enabled him 
to put the Molotov propositions into perspective. For example, Molotov made 
much of his offer of mutual-security pacts. Dulles was able to show that these 
were practically identical, word for word, with the beguiling pacts by which 
the Soviet Union, in 1939, softened up the Baltic republics for Communist 
absorption. 

In weeks of such exchanges Dulles, Bidault, and Eden, maintaining their 
friendly unity, were able to pin down the fact that Molotov’s fair words were— 
merely words; that the Soviets were unwilling, in fact, to yield a millimeter in 
their rigid position. It was a sad fact, but preferable to the dangerous delusion 
that the Soviets were ready to be good fellows if the free world would just let 
down its guard. 

But here I am stumbling into those deeper diplomatic waters I promised to 
avoid, with little space left for important aspects of his life and character. For 
example, there was the work of young Major Dulles at the Versailles Peace Con- 
ference, where he prepared a memorandum on reparations which is still regarded 
as a classic. Some believe that if Woodrow Wilson had been able to sustain the 
Dulles thesis for milder reparations, Germany might have escaped the demorali- 
zation which opened the door for Hitler. 

There was Special Ambassador Dulles’ achievement in 1950—51 in negotiating. 
almost singlehanded, the Japanese Peace Treaty, in which he was able to put 
to use some of the ideas he had developed more than 30 years before. There 
was the important part he played, with his friend, the late Senator Vanden- 
berg, in developing the bipartisan foreign policy; and more recently his cordial 
working relationship with Senator Walter George, of Georgia. He is a-convinced 
Republican in domestic matters, but in foreign affairs I believe he has been bi- 
partisan at heart ever since the days when Grandpa Foster was a Republican 
and Uncle Robert Lansing a Democrat. He does not seem at his best or happiest 
in the swirl of partisan politics. 

I have not had space here to tell much of his family life, or of his two sons 
and his daughter, or even of his little dog, Peppi. Or of how he bakes a salmon 
trout in clay, or how he handled a $250 million lawsuit between Belgium and 
France, or caught 4 bass on 1 line when he was 10, or stabilized the Polish cur- 
rency between the wars. Nor have I mentioned the patience and resilience with 
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which he worked, through sickening setbacks, toward the recently ratified Paris- 
London accords to heal the ancient breach between France and Germany and 
puild a more united Europe. 

But perhaps I have been able to give some idea of the unusual quality of his 
mind and character, and of his lifelong training for the critical job he holds. 
All this, of course, does not guarantee infallible judgment in times of crisis. 
(Even the great Walter Johnson once faltered in a World Series.) But it is 
comforting, when the going is tough, to have an old pro with lots of experience 


and stamina in there pitching. 


Do you know of a better man for the job? 
President Eisenhower said recently to a friend: 


As 
“If anything happened to 


Foster, where could I find a man able to replace him?” 


[Prepared by Foreign Operations Administration in response to a request by 


the House Committee on Foreign Affairs, June 1955] 


(See also p. 101) 


COMPARISON OF HOOVER COMMISSION RECOMMENDATIONS ON OVERSEAS ECONOMIC 
OPERATIONS WITH THE PRESIDENT’S RECOMMENDATIONS FOR THE MUTUAL SEcu- 


RITY PROGRAM 


Hoower Commission Recommendations 
and Statements 


RECOM MENDATIONS 


1. (a) That the Secretary of State, 
through the Director of the Interna- 
tional Cooperation Administration, 
maintain strong control of the func- 
tion of developing policies, objectives, 
and programs for nonmilitary foreign 
aid with respect to each country for 
which such aid is authorized; and, 
wherever advantageous and economical 
to do so, make full use of the staffs 
and facilities of the various depart- 
ments and agencies of Government on 
a reimbursable basis to perform activ- 
ities in connection with these programs. 
At the same time, he should establish 
inspection service to insure complete 
adherence to the policies, objectives, 
and programs for each country as de- 
fined by him. 


Comparison with President’s Program 


The principle of this recommenda- 
tion is in accord with the President’s 
proposals. His letter to the Secretary 
of State of April 15, 1955, reads, in part: 
“Two years ago I stated that the Sec- 
retary of State, under the President, 
must be the official responsible for the 
development and control of foreign pol- 
icy and all relations with foreign gov- 
ernments, to include policies affecting 
mutual security. The policy authority 
then fixed in the Secretary of State 
is now extended to include supervising 
authority over operations. The execu- 
tive order will provide for this.” Ex- 
ecutive Order 10610 officially assigns 
the powers and authority for non- 
military mutual security programs to 
Secretary of State to be exercised by 
him through ICA, 

With respect to using the facilities 
of other agencies, the President’s Mes- 
sage to Congress of April 20, 1955, reads, 
in part: “In the implementation of the 
program, the facilities of all agencies 
of the executive branch will be used 
where appropriate, and to the maxi- 
mum possible extent on a contract basis. 
However, it is essential that responsi- 
bility for the non-military operations 
continue unified; to fragment this re- 
sponsibility among several agencies 
would seriously detract from their ef- 
fectiveness. The President further 
states in his letter of April 15: ‘“* * * 
we should avoid dispersal of operating 
responsibilities either within the De- 
partment (of State) or to agencies 
outside the Department.” 

FOA now makes use of the staff and 
facilities of other agencies whenever 
advantageous and economical to do so, 
and ICA will continue to do so. These 
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Hoover Commission Recommendations 
and Statements 


(vb) That the Director of the Inter- 
national Cooperation Administration 
should be responsible for the prepara- 
tion of the budget and the accountabil- 
ity of all funds for nonmilitary foreign 
aid programs which should be appro- 
priated to and expended by the Depart- 
ment of State, and should report to the 
Congress the expenditures made. 


(c) That the different agencies in 
many cases will be able to discharge 
their duties from their present staff, 
but if they should require additional 
staff, they should be free to obtain it 
from any quarter. 


MUTUAL SECURITY 


ACT OF 1955 
Comparison with President’s Program 


services by other government depart- 
ments are substantial, as described 
under recommendations 6 through 10, 
However, to go much further in dele- 
gation of functions could only result 
in the fragmentation of responsibility 
against which the President warns. 

Inspection and evaluation to insure 
compliance is one of the functions of 
the FOA staff, both in Washington and 
in the field. Provision for FOA fund 
control and evaluation and review of 
projects to insure adherence to contract 
terms is contained in agreements signed 
in 1954 between FOA and the Depart- 
ments of Agriculture; Interior; Com- 
merce; Labor; and Health, Education, 
and Welfare. 

The responsibility for program and 
budget preparation and control is in- 
herent in the function of directing a 
unified nonmilitary aid program as 
signed to the Director of ICA by the 
President’s Executive order. The Presi- 
dent’s Message to Congress of April 20, 
1955, reads in part: “It (ICA responsi- 
bility) will likewise require that the 
Director of the International Coopera- 
tion Administration have his own com- 
plement of supporting staff and program 
personnel * * *.” This supporting staff 
will assist the Director in the perform- 
ance of the inherent responsibilities of 
budget preparation, accounting for 
funds, and necessary reports of ex- 
penditures, 

The recommendation for appropria- 
tion of funds to the Department of State 
differs from the President’s proposals 
and would destroy the necessary flexi- 
bility between military and economic 
funds in the Mutual Security Program. 
On this point, the President said in 
his letter of April 15, 1955: “The ap- 
propriations for all the mutual security 
programs for the fiscal year 1956 
should be made to the President, who 
will, as in the past, delegate the allo- 
cation of funds and other authorities to 
the appropriate agencies, at the same 
time setting certain limits on their 
exercise and reserving certain determi- 
nations to himself.” 

Experience to date has been that 
agencies undertaking Mutual Security 
Program work in addition to their regu- 
lar functions invariably require and re- 
quest additional staff and funds for 
the purpose. Five agencies now per- 
forming work under contract with FOA 
are receiving substantial reimbursement 
from Mutual Security funds, as shown 
under recommendations 6 through 10 
Work in addition to that presently being 





MUTUAL SECURITY 


Hoover Commission Recommendations 
and Statements 


(d) That the overseas nonmilitary 
personnel of United States agencies be 
subject to the line authority and direc- 
tion of the United States Chief of Diplo- 
matic Mission in each country. 


2. That, subject to the view which 
we have expressed under the heading 
“Determination of Policies” on page 44, 
the administrative principles set out 
above guide the conduct of foreign eco- 
nomie aid, and in particular: 

(a) That as all the countries in the 
original North Atlantic Treaty Organ- 
ization have the highest degree of tech- 
nical proficiency, the technical assist- 
ance by American personnel in these 
countries should cease. 


(b) That as the original North At- 
lantie Treaty Organization countries 
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done by executive agencies under re- 
imbursable contract with FOA would 
be subject to the principle of reimburse- 
ment for activities undertaken as pro- 


vided in agreement now in force be- 
tween FOA and the several depart- 
ments. 


If additional staff is required for 
such contracts, they would presumably 
be obtained under applicable Federal 
personnel procedures. In his letter of 
April 15, the President directed: “Any 
advisable or necessary changes in or- 
ganization and personnel should be 
accomplished in a manner that will 
ensure equitable treatment to the Goy- 
ernment personnel employed in the ad- 
ministration 


of the transferred pro- 
grams.” 
Under the President's recommenda- 


tions, the status of ICA field personnel 
would be essentially as set forth in 
Executive Order 10575 dated November 
6, 1954, which specifically provides for 
coordination and positive direction of 
the activities of all representatives of 
United States agencies in each country 
by the Chief of the United States Diplo- 
matic Mission. 

The President’s message to Congress, 
April 20, 1955, defines the authority of 
the Director of ICA over field staff as 
follows: “* * * the Director of the 
ICA (will be required to) have his own 
complement of supporting staff and pro- 
gram personnel, both in Washington 
and in the field. It will be his responsi- 
bility to assure that appropriate policy 
guidelines are secured from the Secre- 
tary of State, and within those guide- 
lines he will issue the necessary instruc- 
tions to the field * * *” 

The President’s recommendations 
provide a continued modest program of 
technical exchange in Europe. This 
means of promoting continued economic 
growth and integration is an essential 
part of our foreign policy, recently re- 
affirmed at the highest level. Its pur- 
pose is not so much technical profi- 
ciency as the promotion of more com- 
petitive business practices, greater 
faith in free enterprise, modern man- 


agement philosophy, and improved 
labor-management relations. A recent 
President of the NAM, Mr. H. C. 


McClellan, has said in reference to this 
program, “From all the evidence and 
experience I have been able to accumu- 
late, these are the activities which cost 
the least and produce the most in the 
development of understanding between 
peoples of nations.” 

This recommendation is not in accord 
with the President’s proposals. While 
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are well able to send technical staffs to 
the United States at their own expense, 
the United States should cease to pay 
for this service. 


(c) That in the “Asian-African arc,” 
with the possible exception of Japan, no 
large manufacturing projects be under- 
taken and no large industrial plants be 
constructed, except for production of 
strategic materials; that otherwise all 
industrial aid be confined to small in- 
dustries. 


(ad) That special emphasis be placed 
on agricultural improvement and irri- 
gation projects. 


(e) That, except under unusual cir- 
cumstances growing out of strategic con- 
siderations, technological cooperation 


ACT OF 1955 


Comparison with President’s Program 


the countries concerned have the over- 
all financial capacity to cover these 
costs, the program’s purposes are not 
yet sufficiently rooted in European eco- 
nomic practice and have not won suffi- 
cient acceptance from all groups in 
European society to assure their con- 
tinuance. Continued European eco- 
nomic growth is vital to United States 
self-interest. 

This recommendation conflicts with 
one of the most important features of 
the President’s recommendations. The 
President has stated that, “the imme- 
diate threats to world security and sta- 
bility are now centered in Asia,” that, 
“within the area, however, abundant 
resources and fertile lands are ready 
for development,” and “now is the time 
for accelerated development of nations 
along the are (of Asia).” 

An important element in such devel- 
opment is the growth of industry. 
Balanced economies necessary for the 
support of small industries require fa- 
cilities for the manufacture of ferti- 
lizers, cement, insecticides and DDT, 
road and other construction materials, 
and electric power. India already has 
substantial steel capacity, for example, 
which permits a multitude of small 
subsidiary manufactures. Such facility 
requirements obviously vary among un- 
derdeveloped countries, and some primi- 
tive countries could not, and probably 
should not, have such facilities. 

To reject all industrial development 
except small industries and production 
of United States strategic materials, 
particularly when Russia is itself offer- 
ing help with large industries, would 
play directly into the Communists’ 
hands, since they have repeatedly said 
that capitalistic nations want to prevent 
underdeveloped countries from attain- 
ing rightful economic aspirations by 
keeping them agricultural and subject 
to exploitation and colonialism. Actu- 
ally, economic history proves that as 
countries increase their standard of 
living through industrialization, they 
become better customers for the goods 
of other industrialized countries. 

United States foreign assistance has 
placed very heavy emphasis on agricul- 
tural improvement in countries where 
this is the most pressing problem. It 
will continue to be a very important part 
of the program, but food conditions, par- 
ticularly in the Asian are, have greatly 
improved and the relative emphasis On 
agriculture can therefore be decreased. 

Present practice in the technical co 
operation program is consistent with the 
principle of this recommendation, as ex- 
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and technical assistance programs be 
pased upon organization of joint units 
of local and American personnel as set 
out above. 


(f) That wherever assistance is nec- 
essary and there is no prospect of repay- 
ment of a loan, the assistance should be 
in the form of an outright grant. 


(9) That economic aid of all types 
should be limited to such undertakings 
as can be staffed with qualified per- 
sonnel. 


(h) That no economic aid should be 
zranted for projects or undertakings 
where: private investment capital is 
available for such projects. 


ACT OF 1955 


789 


Comparison with President’s Program 


plained in the text of the report (p. 50). 
The fundamental purpose of all tech- 
nical cooperation efforts, as set forth in 
title III of the Mutual Security Act, is 
“to aid the efforts.of the people’ of coop- 
erating countries. The objective goes 
beyond creation of joint units; it is the 
building of local competence in local in- 
stitutions, with United States help and 
funds playing only an advisory and con- 
tributory role. Forms of organization 
for this purpose vary in different coun- 
tries and fields of activity, depending on 
local circumstances and the stage of 
development, but are always mutually 
agreed upon. 

This recommendation is consistent 
with present practice and the Presi- 
dent’s proposals for the future. The 
Mutal Security Act and the United 
States foreign-loan policy as approved 
by the National Advisory Council on 
International Financial and Monetary 
Problems (NAC) recognize that some 
countries can make repayment in their 
own currencies. when they cannot do-so 
in dollars, and that the prospect of re- 
payment should be calculated on a 
long-term basis. 

This recommendation is in accord 
with present policy. It is essential that 
qualified personnel, both in foreign gov- 
ernment and U. 8S. mission, be found to 
implement economic aid programs. To 
this end, we help train foreign person- 
nel and recruit best available United 
States technicians and staff, sometimes 
via contracts with American universi- 
ties, foundations, and business firms, or 
with other government agencies. 

This recommendation is consistent 
with present policy. Aid is granted or 
loaned only after careful review of pos- 
sible alternative financing by indigenous 
or external private and other public 
sources. It must be found that private 
capital is not available on reasonable 
terms before loans or grants are ex- 
tended. This is also the policy of the 
International Bank and the Export- 
Import Bank. Growing emphasis is 
placed in the Mutual Security Program 
on makiing grants or loans in a form 
which will serve to attract or stimulate 
private investments, either foreign or 
local. A striking example is the Indian 
Industrial Credit and Investment Cor- 
poration, in which $15 million of local 
currency derived from the United States 
aid program was combined with a larger 
amount of IBRD and private local and 
foreign funds to provide a new source 
of industrial credit for private indus- 
trial development. 
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(i) That all economie aid should be 
contingent upon good faith efforts of 
the recipient country to improve the in- 
vestment climate both for domestic and 
foreign capital of a private nature. 


(j) That, as recommended in our Sur- 
plus Property Report, we emphasize the 
desirability of using excess and surplus 
property in connection with our foreign 
assistance programs. 


3. That, subject to Recommendation 
No. 1, 

(a) All United States Government 
loans, where there is assurance of re- 
payment, for industrial and natural re- 
source development, whether to private 
institutions or governments, he made 
and managed by the Export-Import 
Bank. 
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Present policy calls for the use of aid 
programs as well as all other United 
States bargaining instruments to 
achieve a more favorable investment 
climate. However, a flat requirement 
to this effect as a condition of aid would 
not be effective in overcoming the basic 
obstacles to greater investment, and 
would run the risk of defeating the 
larger purposes of the Mutual Security 
Program. Mr. W. P. Grace, Jr., spoke 
on another aspect of this point (An 
Economic Program for the Americas, 
Report of IDAB, September 1954) as 
follows: “The longer the United States 
waits for investment climate to become 
more favorable, the more time Commu- 
nists will have to make them less favor- 
able. Hence, positive action on our 
part is essential.” Weare now making 
every effort to induce other countries 
to take those steps necessary to im- 
prove their investment climate. 

Present policy is to follow this recom- 
mendation to the maximum extent prac- 
ticable. The principal uses of excess 
and surplus property in the Mutual Se- 
curity Program are in connection with 
(1) military end-items and (2) surplus 
agricultural commodities. For other 
commodities, as reported in the FOA 
comments on the Commission Report on 
Surplus Property: (1) There is in ef- 
fect a procedure whereby all procure- 
ment authorizations for commodities to 
be used in FOA-financed project-type 
programs are screened by the Depart- 
ment of Defense (Materials Distribu- 
tion Division, Navy Department) to de- 
termine the extent to which excess com- 
modities can be used to meet the require- 
ment. This procedure is similar to the 
“reverse screening” method recom- 
mended by the Commission Task Force. 
(2) In administering the Battle Act, 
FOA, with the Departments of State and 
Defense, has participated in developing 
control measures to prevent the diver- 
sion of United States foreign surplus to 
the Soviet Bloc. 

This recommendation is consistent 
with present practice under the Mutual 
Security Act of 1954, which provides 
(sec. 505) that, “Funds for the purpose 
of furnishing assistance on terms of re- 
payment shall be allocated to the Ex- 
port-Import Bank of Washington, which 
shall, notwithstanding the provisions of 
the Export-Import Bank Act of 1945, as 
amended, make and administer the 
credit on such terms.” This refers to 
the actual administration, disburse- 
ment, and collection of the loans. Pro- 
graming of such loans, including the de- 





MUTUAL SECURITY 


Hoover Commission Recommendations 
and Statements 


(¥) The Investment Guarantee Pro- 
gram be administered by the Export- 
Import Bank. 


4. That, subject to Recommendation 
No. 1, the custody and management of 
counterpart funds belonging to the 
United States should be administered 
by the United States Treasury. 


* consistent 
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cision as to amounts to be on a loan 
rather than a grant basis, the purposes 
for which loans are to be used, and the 
terms of the loans, would, under the 
President’s program, be performed in 
the first instance by ICA as inseparable 
part of the total process of formulating 
country aid programs. Final decisions 
on these points would be made in con- 
junction with the State and Treasury 
Departments and the Export-Import 
Bank through the NAC. 

As in the case of loans, the Export- 
Import Bank serves as fiscal agent for 
FOA in the execution and administra- 
tion of investment guarantees, but the 
work of reviewing and improving guar- 
antee proposals and unearthing invest- 
ment opportunities abroad is performed 
by FOA, largely through its field staff, 
and would continue in ICA under the 
President’s Executive order. 

Review and stimulation of private in- 
vestment prospects is closely related to 
the aid programing process, since the 
inflow of private capital may serve to 
reduce the need for aid. 

This Commission proposal seems in- 
with its recommendation 
8c, which would assign to the Depart- 
ment of Commerce other functions re- 


lated to promoting private investment. 

Taken literally, this recommendation 
is consistent with present policy so far 
as the 10-percent courterpart from gen- 
eral aid programs is concerned, since 
these funds do belong to the United 
States and dre held in custody and ad- 


ministered by the Treasury Depart- 
ment, The 90-percent counterpart from 
such programs does not belong to the 
United States. Its use, usually for de- 
fense or economic development pur- 
poses, is determined jointly by FOA and 
the bost government as an integral part 
of the total programing of aid and re- 
lated resources for these purposes. 
Such proposals are reviewed by the 
NAC. Sales proceeds of agricultural 
commodities under the Mutual Security 
Program do belong to the United States 
and are held in custody by Treasury, 
but their uses are programed by FOA 
for the basic purposes of the act. Sales 
proceeds under the Agricultural Trade 
and Development Act of 1954 belong to 
the United States and are held in cus- 
tody by Treasury, but their uses are de- 
termined by the Interagency Commit- 
tee on Agricultural Surplus Disposal, 
established by the President. Under 
the President’s proposals, these ar- 
rangements would be continued. 
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5. That the Mutual Security legisla- 
tion be modified to require adequate as- 
surance of repayment for all aid ex- 
tended in the form of loans. 


6. That subject to Recommendation 
No. 1— 

(a) Activities of the Foreign Opera- 
tions Administration in relation to ag- 
riculture be administered, to the great- 
est extent possible, by the Department 
of Agriculture. 

(bo) The Department of Agriculture 
operates these programs on the princi- 
ples laid down in Chapter V. 

7. That, subject to Recommendation 
No. 1, the management and staff in for- 
eign irrigation projects be administered, 
to the greatest extent possible, by the 
Department of the Interior. 

8. That, subject to Recommendation 
No, 1, the Department of Commerce 
should administer, to the greatest ex- 
tent possible, the following: 

(a) The activities of technical coop- 
eration and technical assistance of the 
Foreign Operations Administration in 
the commercial fields upon the princi- 
ples stated in Chapter V (b, c, and d 
discussed on the following page). 

9. That, subject to Recommendation 
No. 1, the Foreign Operations Admin- 
istration’s labor activities, to the great- 
est extent possible, be administered by 
the Department of Labor. 

10. That, subject to Recommendation 
No. 1, the conduct of all activities of 
the Foreign Operations Administration 
in the field of health and education be 
administered to the greatest extent pos- 
sible, by the Departmentof Health, Edu- 
cation, and Welfare (this does not in- 
clude the activities under the Fulbright 
and Smith-Mundt Acts). 
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Since policy under the present legis 
lation is to require adequate assurance 
of repayment for all loans, either in dol- 
lars or in local currency, no modifica- 
tion of the law seems necessary. (See 
also comment on Recommendation No. 
2-f.) 

These recommendations all have in 
common the suggestion that present 
FOA activities in different: functiona| 
fields should be assigned to the govern- 
ment departments which are expert in 
these fields by reason of their regular 
domestic functions. As noted in the 
comment on Recommendation No. 1-a, it 
is already established policy for FOA to 
make maximum advantageous use of the 
facilities and expert knowledge of these 
departments, but the President has 
stressed the overriding importance of 
maintaining unified responsibility for 
operations and avoiding fragmentation 
or dispersal of operating functions. 
While FOA-ICA will keep constantly 
alert for instances where. ‘additional 
services of other departments can ad- 
vantageously be used, to adopt a gen- 
eral policy of further functional delega- 


*tion would invite the risks against 


which the President has warned ani 
might seriously cripple the program. 

Under the present policies, which the 
President’s letter of April 15 reaffirms 
for continued application by ICA, 
formal agreements reached between 
FOA and other Federal Departments 
provide for: (a) Technical ‘advice and 
consultation on FOA programs and 
projects; (0) contractual administra- 
tion of special projects; (c) adminis- 
tration of training projects; (d) assist 
ance on recruitment and selection of 
personnel; and (¢€) procurement of 
goods and services. These services ad 
ministered by the other agencies have 
been a significant part of the FOA pro 
gram in terms of technical effectiveness 
and, as indicated below, in terms of do! 
lar magnitude (1955 funds only, to May 
31, 1955) : 


1. Department of Agriculture: 
Total FOA funds_ $414, 906, 400 


Special projects____ 
Overhead 
Procurement 

other services_._.. 413, 208, 652 


609, 948 
1, 087, 000 


2. Department of Interior: 


Total FOA funds_ 8, 641, 350 


1, 442, 808 
289, 480) 

1, 909, 067 
—————— 


Special projects___. 
Overhead 
Other services_.____ 
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8. That, subject to Recommendation 
No. 1, the Department of Commerce 
should administer, to the greatest ex- 
tent possible, the following: 

(ob) The activities provided for by 
the Mutual Defense Assistance Control 
Act of 1951, (the Battle Act). 


(c) The activities of the Foreign 
Operations Administration in relation 
small business. 


(d) The activity of the Foreign 
Operations Administration in assisting 
private investment and encouraging 
free enterprise. 
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3. Department 
merce: 
Total FOA funds__ 


of Com- 


$15, 991, 200 


Special projects____ 

Overhead 

Procurement and 
other services_____ 


3, 189, 487 
580, 180 


12, 221, 583 


4. Department of Labor: 

Total FOA funds_ 917, 850 

Special projects__ 
Overhead 


444, 200 
473, 650 


5. Department of HEW: 


Total FOA funds_ 3, 874. 220 





Overhead 
Other services 


961, 502 
2, 912, 718 
6. Total (1 through 5): > 


Total FOA funds. 439,331, 020 





Special projects____ 

Overhead 

Procurement and 
other services_____ 


5, 686, 388 

3, 392, 612 
430, 252, 020 

This recommendation is not in accord 
with the President’s Executive Order 
10610, which transfers the FOA func- 
tions under the MDAC Act to the Sec- 
retary of State with the option to dele- 
gate performance to ICA, Administra- 
tion of the MDAC Act, which concerns 
the control of East-West trade, requires 
extensive negotiations and contacts 
with friendly foreign governments and 
close coordination with foreign aid 
administration. The President’s action 
in his Executive order and the congres- 
sional intent expressed in section 102 
of the Battle Act itself recognizes the 
close linkage between these two phases 
of our total foreign policy. 

After negotiations under terms of 
Executive Order 10575, the Department 
of Commerce and FOA signed (on April 
27, 1955) a formal agreement trans- 
ferring certain small-business activities 
to Commerce on the basis of mutual 
determination of the most effective dis- 
tribution of responsibilities. 

The activity cited is stated on page 

of the Report to include: (a) Dis- 
covering and calling attention to oppor- 
tunities for American private invest- 
ment abroad; (b) promoting treaties 
for commerce and trade, including in- 
vestment incentive tax treaties; and 
(¢) securing compliance by other coun- 
tries with trade and tax treaties. 


90 
veo 
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11. That all remaining activities in 
the field of nonmilitary foreign aid, 
after the above recommendations, be 
administered directly by, or delegated 
to others under the direction of, the 
Department of State through the Inter- 
national Cooperation Administration. 


ADDITIONAL STATEMENTS NOT FULLY 
REFLECTED IN RECOMMENDATIONS 


Reorganization of Mutual Security 
(pp. 38-39): This Commission and 
our Task Force support this determi- 
nation (for the abolition of FOA; as 
provided in the Mutual Security Act 
of 1954) as providing an opportunity 
for an extensive reorganization of this 
national effort. 

This Commission approaches the 
problem with the primary purpose of 
strengthening the security of the 
United States. 

(a) The United States foreign aid, 
despite many mistakes and waste, 
should be continued. 

(b) There are great problems of 
economic and humanitarian advance- 
ment in many countries in the solution 
of which the United States should take 
part. 

(c) The time has come, due to the 
increased economic strength of certain 
nations, when they no longer need ex- 
tensive support from the United States. 
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These functions are all authorized by 
the Mutual Security Act of 1954, but 
with one exception they are not func- 
tions of the FOA. The function of e¢all- 
ing attention to opportunities for Amer- 
ican private investment was,’ as the 
Commission recommends, assigned to 
the Department of Commerce by Exec- 
utive Order 10575, November 6, 1954. 
By the same order, the responsibilities 
for promoting treaties of the type re- 
ferred to and securing compliance with 
them were assigned to the Secretary of 
State, since they involve diplomatic and 
negotiating functions which are closely 
intertwined with the total fabric of our 
foreign relations. 

FOA-ICA does have the function of 
discovering investment opportunities 
abroad, since its field staff is in a good 
position to follow up such opportunities 
in connection with its other duties. 

This recommendation is consistent 
with the President’s proposals. The re- 
maining activities of FOA-ICA in the 
field of nonmilitary foreign aid, not 
otherwise the subject of Commission 
recommendation, include the program 
for Refugees, Migration and Voluntary 
Assistance, the Office of Economic Af- 
fairs, USRO, and certain technical staff 
activities, including transportation, 
housing, community development, and 
public administration. These functions 
are included in those assigned to ICA 
under Executive Order 10610. 


The President has directed the aboli- 
tion of the FOA in Executive Order 
10610 dated May 9, 1955. In his Mu- 
tual Security message of April 20, he 
stated, “This transfer to permanent 
departments of the Government will 
reflect the significance of this program 
as an integral part of our foreign 
policy.” In his letter of April 15 to 
the Secretary of State, he added: “The 
Foreign Operations Administration, 
established two years ago, was intended 
to centralize all governmental opera- 
tions, as distinguished from_ policy 
formulation, that had as their purpose 
the cooperative development of’ eco- 
nomic and military strength among the 
nations of the free world. That func- 
tion it has performed well, but the 
Foreign Operations Administration has 
been regarded by many as merely a tem- 
porary unit of Government, established 
solely to meet certain short-term eco- 
nomic and military requirements. It 
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(d) There are methods of organiza- 
tion of these efforts which will lessen 
their cost by elimination of duplica- 
tion and greater efficiency in operation. 

(e) There are methods of organiza- 
tion which will bring about better co- 
ordination of these efforts at home and 
eliminate confusion among our repre- 
sentatives abroad. 


Determination of Policies (p. 44): 
The determination of overall policies 
obviously rests in the President with 
the aid of the Secretary of State and 
the various advisory councils which we 
have listed on page 6. The President 
should always be in a position to re- 
act to world developments as they 
occur, 


Coordination of Activities (p. 44): 
The heads of the Government agencies 


concerned with these problems are 
members of these various boards and 
committees on which the Director of the 
International Cooperation Adminis- 
tration participates in deliberation. 
Therefore, there should be no difficulty 
in his. securing the necessary steps of 
coordination and unity of action with- 
out large operational activities in the 
Department of State. 


51 


63245—55— 


1955 
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has come to be widely recognized, how- 
ever, that the functions and the need 
for cooperative development of economic 
and military strength among the free 
nations are continuing and integral 
parts of the fabric of our international 
relations. The new organization is in- 
tended to reflect this public recogni- 
tion.” 

The President stated in his Mutual 
Security message to the Congress: “I 
consider the program an indispensable 
part of a realistic and enlightened na- 
tional policy,” and he added, “We must 
recognize, however, that certain free 
world countries, because of the after- 
math of war and its continuing threat 
or because of less developed economies, 
require assistance which will help them 
achieve stable national health and es- 
sential defensive strength. The Mu- 
tual Security Program is designed to 
deal with these specific problems in the 
national interest and in the cause of 
peace. The program stands on its 
demonstrated worth.” 

As the President pointed out in his 
Mutual Security message: “No eco- 
nomic aid is proposed for the original 
Marshall Plan countries of Western 
Europe, since these nations are capable 
of meeting current defense goals with- 
out such support.” 

This statement is consistent with the 
President's proposals. Present and pro- 
posed Mutual Security legislation re- 
tains the basic policy authority and 
control over funds in the President. 
In his Jetter of April 15 to the Secre- 
tary of State, the President stated: 
“The Secretary of State, under the 
President, must be the official respon- 
sible for the development and control of 
foreign policy and all relations with for- 
eign governments, to include policies 
affecting mutual security.” 

This statement is not in accord with 
the President’s proposals. Coordina- 
tion merely through participation of 
the ICA Director on various boards and 
committees would not be adequate to 
assure effective unified management of 
program operations, as past experienee 
has in fact shown, as the President 
stated in his letter of April 15: 
‘“* * * related mutual security opera- 
tions should be brought together in a 
single organization under a single man- 
agement. Consistent with this ap 
proach, we should avoid dispersal of 
operating responsibilities within the 
Department (of State) or to agencies 
outside the Department.” As the Pres- 
ident also points out in the same letter: 
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Technical Assistance and Technical 
Cooperation (p. 49) : The original rela- 
tive modest concepts of the point 4 pro- 
grams of technical cooperation have 
been enormously expanded. Its activi- 
ties now cover not only imparting Amer- 
ican industrial training but also fur- 
nishing professors to Universities, 
bringing large numbers of persons to 
the United States for industrial and 
professional training (often short-term 
visitors), labor relations, agriculture, 
commerce, trade, public administration, 
even including aid to so highly de- 
veloped a nation as the Netherlands in 
“social psychology” and “human rela- 
tions practice.” This service is not only 
overexpanded but duplicates possible 
services in this field by other depart- 
ments of the Government. Its organi- 
zational concept needs complete reor- 
ganization. It is divided into a multi- 
tude of projects (probably over 2,000) 
and is spread over more than 55 coun- 
tries and overseas territories. 


(P. 50): The idea that the standard 
of living in backward countries can be 
substantially increased by furnishing 
them consumption goods is mostly illu- 
sionary. Some such supplies are neces- 
sary to replace local use of consumption 
goods by military assistance programs 
and cases of famines. But to try to 
spread over these huge populations in 
normal times any amount of consump- 
tion goods which the United States has 
the resources to expend would be so 
thin as to have no lasting effect. 
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“The placing of general responsibility 
for economic operations as well as for 
policy in this field within the Depart. 
ment of State offers assurance that, 
under a permanent Government estab- 
lishment, we are providing a long-range 
basis for this kind of international 
cooperation.” 

The President’s program calls for ex. 
pansion rather than reduction in the 
technical-cooperation program, 

The President stated in his most re- 
cent message on foreign economic pol- 
icy, “United States participation in 
technical cooperation programs should 
be carried forward. * * * The bilatera| 
programs of the United States should 
be pressed vigorously.” 

The congressional committees con- 
cerned with the Mutual Security Pro- 
gram whose members continuously re- 
view United States foreign policy, who 
each year consider methods to make 
United States policy effective, and who 
themselves do much traveling to study 
results of United States actions, have 
reviewed, every year over a number of 
years, the various end uses for which 
funds are spent. After thorough re- 
view, the committees have approved 
funds for these programs. 

The special projects mentioned for the 


Netherlands, admittedly badly named, 
were in reality studies of the methods 
used in the United States to achieve the 
zood state of labor-management rela 


tions here. The projects were specifi- 
eally requested by the Dutch, who were 
disturbed at the rigidity and class con- 
sciousness which mark lJabor-manage- 
ment relations in the Netherlands, and 
which constitute important barriers to 
increased efficiency and production. 
It is not the basic purpose of the pro- 
gram to attempt to raise the standard 
of living by direct supply of consumer 
goods. Consumer goods are, however, 2 
valuable tool for achieving the pro- 
gram’s hasic purposes of defense sup- 
port and economic development through 
(1) raising local currencies to meet 
budgetary requirements for defense or 
economic development, (2) relief of 
famine or other emergency conditions 
(3) offsetting the infiationary effect of 
heavy local capital investment for de- 
velopment purposes, and (4) offsetting 
the inflationary effect of increased de 
fense efforts. As the President pointed 
out in his Mutual Security Message of 
April 20: “Insofar as feasible and ¢on- 
sistent with the effective meeting of our 
goals overseas, the commodities will iu- 
clude food, cotton, coal, and other goods 
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(P. 51): The President, in his mes- 
sage of April 20, 1955, recommended 
adequate funds.for the technical assist- 
ance program of the United Nations and 
the Organization of American States. 
The United States should not under- 
take the same programs which are pro- 
vided by the United Nations. 


Military Programs (p. 54) : The Pres- 
ident, by Executive Order of May 8, 
1955, has transferred the Direct Mili- 
tary Assistance functions entirely to 
the Department of Defense * * *. 
There are some other functions of direct 
military aid character in the Foreign 
Operations Administration which 


should be analyzed to determine if they 


should not also be delegated to the 
Department of Defense. 


Savings (p. 61) : We suggest that the 
appropriate congressional committees 
ascertain how much of the unexpended 
funds are committed by definite con- 
tractual obligations as of June 30, 1955, 
and whether these unexpended appro- 
priations do not permit a substantial 
reduction of cash appropriations for the 
fiscal year 1956. 
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for which our capacity or surplus sup- 
ply most readily matches requirements. 
Approximately $380 million of agricul- 
tural products are expected to be used 
in the fiscal year 1955. This is a sig- 
nificant export of major surplus crops. 

As the President stated in his Mutual 
Security Message of April 20: “Our pro- 
grams of national action are not in any 
manner a substitute for United Nations 
action in similar fields.” The converse 
is also true. United Nations technical- 
assistance programs cannot substitute 
for direct United States bilateral aid. 
Both programs may operate in the same 
broad fields of activity, such as agricul- 
ture or health, but in such cases they 
involve different specific projects. The 
two programs are complementary, and 
the fact is that both programs together 
have not been able to meet the demand 
for technical cooperation services. 

It was not the intent of Executive 
Order 10610 to transfer to ICA any 
functions of a direct military aid char- 
acter. ICA will be responsible for de- 
fense support assistance which is used 
for the purpose of building general 
economic strength to support defense 
efforts, and in part generates local cur- 
rencies subsequently used for military 
aid. Handling of these currencies will 
be a matter requiring collaboration of 
ICA and Defense. 

The Executive order does, however, 
transfer to the Secretary of State (not 
to ICA) the function of coordinating 
the economic with the military seg- 
ments of the Mutual Security Program, 
and directs him to make appropriate 
arrangements for this function after 
consultation with the Secretary of De- 
fense. 

Unexpended balances consist of two 
types: 

(a) Those representing the unpaid 
balance of firm obligations. 

(b) Those for which no firm obliga- 
tion has yet been made, 

By far the greatest part of unex- 
pended balances belong in the first 
category. Section 1311 of the “Sup- 
plemental Appropriations Act, 1955,” 
sets up rigid criteria for valid obliga- 
tions. Funds not obligated within 
these rules revert to the Treasury at 
the close of the year unless specifically 
reappropriated by Congress. 

It is estimated that on June 30, 1955, 
less than $50 million of nonmilitary 
funds will be in category (b), that is, 
not obligated within the rules of Sec- 
tion 1311. While the military figure 
will be larger, this is due in large 
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and Statements 


(Pp. 61-62) : We believe there can be 
important savings in administration by 
the organization and principles of ac- 
tion proposed here and at the same time 
our foreign aid made more effective. 
We realize that same of the money spent 
on this program in the past has been 
spent unwisely and in some cases the 
taxpayers have not received full value 
for their money. We believe that the 
recommendations for eliminating the 
duplication of staffs and overlapping 
programs contained in the preceding 
chapters, together with adherence to the 
basis principles contained in this report 
which should govern the conduct of our 
Mutual Security Program, will result in 
substantial savings in the amount of 
money required to meet our needs in 
making the free world strong. 

The Task Force estimates that if their 
recommendations are adopted, a mini- 
mum of $360,000,000 per annum could 
be saved from the Mutual Aid nonmili- 
tary programs without prejudice to the 
objectives of these programs. 


JUNE 16, 1955. 


measure to the fact that under section 
110 of the Mutual Security Appropria- 
tions Act of 1955 obligations for most 
military items are recorded only when 
the goods are actually shipped. Prior 
to that time, funds must be “reserved” 
in MDAP accounts in anticipation of 
reimbursement to the three services 
procurement accounts, against which 
contracts are originally recorded. 

The basic reason for unexpended 
balances is that it takes an average of 
2 to 3 years to carry out any major pro- 
gram, particularly when you are work- 
ing with countries that are halfway 
around the world. That means that it 
is necessary to have the appropriation 
voted on an average of 2 or 3 years 
ahead of the time it is consummated, 
Any sharp curtailment in new appro- 
priations would immediately be re- 
flected by inability to program and ob- 
ligate for projects scheduled for con- 
pletion in about 2 years. This would 
create a gap in the pipeline which would 
greatly slow up the program. 

In the absence of any information in 
the report of the specific basis for cal- 
culations of the estimated savings, it 
is not possible to make an analysis of 
this estimate. 

The President, after a thorough re 
view by the Departments concerned and 
by the National Security Council, re- 
quested the amounts which the Senate 
has now authorized in S. 2090. 

This amount is necessary to serve the 
objectives of the United States. 


(The following information has been supplied for the record by 
FOA in response to Mr. Adair’s inquiry on p. 707.) 


MEMORANDUM ON AMENDMENT PROPOSED BY SENATOR CAPEHART To EXPAND FOA's 


INVESTMENT GUARANTY AUTHORITY To INCLUDE ExPortT TRANSACTIONS INVOLY- 


ING THE SALE ABROAD OF AGRICULTURAL, FORESTRY, AND MINERAL PRODUCTS 


The Export-Import Bank, under its broad authority to finane 


export transaction, has since its establishment in 1934 through May 31, 19955, 
financed such transactions in the following amounts: 
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1. Cotton.—$668 million of cotton credits have been authorized, of which $590 
million have been disbursed. (This represents 3,633,305 bales of cotton, with 
75,669 bales expected to be financed with the amount of the total credits not as yet 
disbursed. ) 

2. Tobacco.—$17,235,000 of tobacco credits have been authorized and fully 
disbursed. (This represents 18,487,301 pounds. ) 

3. Wheat.—$9,424,000 of wheat credits have been authorized and fully dis- 
pursed. 


4. Coal.—Something in excess of $100 million of coal credits have been author- 
ized and disbursed. 


(The following information has been supplied for inclusion in the 
record. ) 
DEPARTMENT OF DEFENSE, 
OFFICE OF GENERAL COUNSEL, 


Washington, D. C. 
Hon. JAMES P, RICHARDS, 


Chairman, Committee on Foreign Affairs, 
House of Representatives. 

Deak Mr. RicnHarps: Attached is a statement providing an estimate of the 
amount of expenditures that would have been required by the United States 
if the United States had raised and equipped the forces supported by MDAP 
out of their own resources. Because of considerations noted in the statement 
the estimate has been confined to NATO forces supported by MDAP. This 
estimate was requested in connection with your committee’s consideration of 
iwutual security legislation for 1955. 

Sincerely yours, 
MONROE LEIGH, 
Assistant General Counsel, International Affairs. 


DEPARTMENT OF DEFENSE ESTIMATED Cost TO UNITED STATES UNDER ASSUMPTION 
OF UNITED STATES RAISING AND EQUIPPING ForcEs SUPPORTED By MDAP 


The committee has requested an estimate of the amount of expenditures that 
would have been required by the United States if the United States had raised 
and equipped the forces supported by MDAP out of their own resources. 

No satisfactory answer can be given to this question on a worldwide basis 
because of the almost total lack in some areas—particularly Asia—of records 
and systems to account for defense efforts. Also, there is no universal set of 
defense expenditure definitions that governs what is considered a defense expen- 
diture in each country. 

However, through our participation in the NATO alliance a uniform set of 
defense expenditures has been developed and records are available from fiscal 
year 1950 to the present time. 

To answer the question raised by the committee the records of NATO have 
been used for both forces and defense expenditures. Account is taken of the 
total forces in the countries and the amount each country has spent for defense. 
An assumption is made that United States forces, if raised instead of these 
forces, would use the equipping and manning tables used by each of these coun- 
tries. Therefore, if we should substitute United States manpower at United 
States pay scales and United States maintenance costs for the manpower of our 
allies at their pay scales and maintenance cost the total cost would have been 
$133,206 million or $124,208 million more than the MDAP of $8,998 million 
delivered to these countries during this period. 

It must be noted, however, that this is strictly a dollar comparison and no 
account is taken of the comparative effectiveness of the forces attained with a 
corresponding United States force. Further, no allowance is made for the fact 
that the United States might have had a completely different pattern of defense 
establishment or balance of forces, if it had been responsible for the creation, 
equipping, and maintenance of the forces. 
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THe SECRETARY OF THE TREASURY, 
Washington, D. C., June 20, 1955. 
Hon. JamMrs P. RICHARDS, 
Chairman, House Committee on Foreign Affairs, 
House Office Building, Washington 25, D. C. 


Dear Mr. RicHarps: It is understood that on June 16 your committee heard 
testimony in support of guaranties of portfolio investments of investment com- 
panies under section 413 of the Mutual Security Act. It was stated that the 
question has been under consideration by the National Advisory Council on 
International Monetary and Financial Problems. 

The Council discussed this matter on June 13 and concluded that it presented 
serious difficulties which required further study. It appeared to the Council 
that the proposal expanded the use of section 413 beyond the contemplation of 
the Congress in passing the section, which seems to be aimed at direct investments 
in specified projects. Any further extension of Government guaranties is a 
serious matter unless fully justified. 

With regard to the present proposal the Council was particularly concerned 
lest purchasers of securities issued by investment companies should misunder- 
stand the limited extent of the Government guaranty and believe that they 
were receiving greater protection than was actually the fact. For this reason the 
Council asked the Securities and Exchange Commission to study the matter 
very closely. 

Accordingly, the Council does not, at this time, endorse the use of section 413 
for portfolio investments by investment companies. 

Very truly yours, 


G. M. HumpHeey, 
Chairman, National Advisory Council on 
International Monetary and Financial Problems. 
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Tin in, decrease in price, results of 337 
United Nations Educational, Scientific, and Cultural Organization 
in, accomplishments of 426 
Borneo: Resources of 79 
Bowers, Hon. Claude, former Ambassador to Spain: Prediction by, of 
Nuremburg, conferences in 1939________.._.-.--------------------- 255 
Bowles, Hon. Chester, former Ambassador to India: 
Position on admission of Communist China to United Nations 534 
Statement of 
Brazil: 
Population of - ----_--- 
Postwar investment growth in, chart on- 
United States bilateral military agreement concluded with 

British Guiana: Contract of, with University of Maryland______-- 

Bulganin, Nicolai A. (See U. 8.8. R.) 

Bulgaria: Possible results of Yugoslavia’s independence in 

Bureau of Budget: 

Approval by: 
Of increase of development assistance for Latin America 
On MDAP unexpended balances 

Examination by, of mutual security program 

Reductions in program suggested by 

Burma: 

Aid for, no request for 

Chinese in 

Communists in, number of 

Gross national product low 


Rice markets of, decrease of 
Burmeister, Gustave, Assistant Administrator, Foreign Agricultural 
Service, USDA: Statement of 
Byrne, John T., Association of Marine Underwriters of the United States: 
Statement of. 


Cabili, Senator Tomas, the Philippines, Chairman, Presidential Commission 
for Rural Reconstruction, recommendations of, for Joint Commission for 
Rural Reconstruction 

Cambodia (see also Indochina): 

Communists in, number of 

Funds for 

Direct forces support to armed forces of 

Importance of, to United States security 

Revenues available in 

Threat to, by Vietnam Communists________-- Esa as ‘cnt sao a 
United States aid to, direct 

United States aid to, necessity for__-__--- will sis ).gda ee edeenben ite ke 
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Cambodia, Laos and Vietnam: 
Aid to, amount of, in 1956 program 
Cost of program in 
Defense support in, breakdown of 
Direct forces support for, amount of _ - ---- ee erg SO) CA eS 
Military-programs in___._-...---.------- EU Sevisdae shiteitde.« 
Resources of -.........-.- ve a 
Campbell, Wallace J., director, Washington office, Cooperative League of 
the United States of America: Statement of 
Canada: 
Economic aid to south Asia by 
Market for American goods 
NATO Parliamentary Conference, congressional delegation to attend, 
sponsored by 
United States imports from, percentage of 
United States private investment in, amount of 
Cannon, Gen. Robert M., Deputy for Military Assistance, Programing to 
jo 0... ko wees bec 
Cao Dai: Religious sect in South Vietnam 
Carryover funds. (See also Funds, carryover.): 
Amount shown by Hoover Commission report__-_- -- - -- 
Central America: 
Economic progress of 
Relations of, with United States, importance of_______--_____-_- he 
Technical aid program in, recommendation for increase of___-_.__-- 
Ceylon: 
Aid for, question of 
Aid to, authorized in 1953, failure to implement due to Battle Act 
ES EA A ee ee t 
Ambassador from, request from, for recognition 
Battle Act, effect ‘of, on aid for 
Communists in, number of 
Democracy of 
Economic aid to, question of vals 
Inclusion of, in mutual security program, question of - 
Plans of Far East Subcommittee to visit 
Resources of 
Survey mission to, endorsement of 
Trade with Communist China 
Transfer of funds to, from India, question of 
U. N. Technical Assistance Administration in, accomplishments of__- 
Chiang Kai-Shek, President of Formosa: 
Ability of forces of, to defend Formosa, question of 
Chiang Kai-shek, President of Nationalist China (Formosa): 
‘ Rees sri73 States aid to, since 1945, amount of 
hile: 
‘ Unites States bilateral military agreement concluded with 
hina: 
United States policy on, lack of agreement on by other countries - - _- 
China, Communist: 
Acquisition by, of Formosa by peaceful means, question of 
Administrative costs of Government 
Admission of, to U. 
Position of Hon. y aorta Bowles, former Ambassador to India, 


Recent statement endorsing by President Tito of Y ugoslavia___- 
Aid to, from U. 8. 8. R 
Ate Pies. ow oe be oo eek Pees tee ote 
Air capabilities of, increased 
Airfields and roads constructed by, 
Attacks by, on offshore islands - -____ Oe oo oo eh 
Break of, with U. 8. S. R., question gf >! OR AME TALE Lege 
Capability of, to undertake hostilities 
Challenge of Formosa Government to 
Chou En-lai, Premier: 

Le: adership of 


85 


323 
13 


185 


137 
136 
185 

71 
514 
136 
515 
136 

79 
136 


, 514 


137 
428 


250 
257 
308 
105 


256 
519 


534 
107 
255 
256 
174 
124 
174 
402 
195 
174 


481 


Role of, at Bandung C onference______- sia ah cian aw oy 
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China, Communist—Continued 
Chou En-lai, Premier—Continued 
Plan to win away from U.§. 8. R., before Bandung Conference 


Shift in tactics by, reasons for see So sRhg. 


Statements by, on Formosa, at Bandung ( ‘onference . 
Success of, at Bandung Conference ____- 
Talks by, with Prime Minister Nehru of India 
Competition with wee a5 
Cooperation with U.S. S. R., continuance of, quest ion of. 
Effects of Formosa ee (H. J. Res. 159) on 
Grants by, to non-Communists in India, results of- 
Influence of, on India’s neutralism__ - site eae 2 
Invesion of Formosa by, threat of 
May Day celebration at Peking, Indian labor leaders at 
Methods of progress contrasted with India_______- 
Military buildup of, on mainland 
Production in, rate of consumption of 
Recognition of, question of 
Sale of tires to, by Great Britain 
Seacoast of, linked with far west and Tibet by construction of airfields 


Page 
480 
531 
48] 
188 
125 
519 


and roads___- _ ; ; : daa _ 124- 


Subversion from, to ‘Nepal 
Threat of: 

To India’s position in Asia 

To take Formosa_-_ 

To United States programs 
Trade with: 

Ceylon vs 

Gre at Britain 


Trade with United States, decline of_- - - 
China, Communist: 
Visit to, by Indian labor leaders, statement on__--_--_- 
China, Republic of. (See also Formosa.) 
China, Republic of: 
Bilateral defense pact with. effect on, of loss of portion of free Asia__ 
United States aid to, since 1945, amount of 
Chinese, overseas: 
Are of free Asia, chart on 
Challenge of Formosa Government to 
PIMP O8 sce Seo. 
Chou En-lai, Premier of China: 
Leadership of 
Modification of tactics on Formosa by, at Bandung “Conference, 
reasons for__ 
Role of, at Bandung Conference 
Plan to win away from U. 8.58. R., 
Shift in tactics by, reasons for 
Statements by, on Formosa, at Bandung Conference 
Success of, at .Bendune Conference... 6 a-1-<c6~-- +s a si-nniowaes 
Talks by, ‘with Prime Minister Nehru of India 
CINCPAC (Commander in C hief, Pacific): Responsibilities of, in arriving 
at major combat force objectives____-__----------- . 
— material: Editing of, before hearings printed _ - 
‘oal: 
Amount of, in 1956 program eae; ae 
Assistance in solving problem, by mutual, security program. 
Export of, by FOA, amount of program 
Shipping costs of, increase of 
Surpluses of, use ‘of 
United States export of, chart on_ 
Coate, George B., Chief, Fibers Branch, Food and Agriculture Division, 
FOA, statement of 
Coexistence, peaceful: Alternative to preventive war, question of-- - 
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Cold war: Page 
Competition with U. 8. 8. R. in winning___- 159 
Compromise suggested in, by Washington Post and Times Herald _ _- 247 
Conduct of, results of ____. ea So. isegip 10 
Duration of, prediction of _ - - - a es 247 
Winning of, necessity for- 247 
Ps: Now of, statement that United States officials promoting, 

S. News & World Report 3 : 160 

‘Ss. S. R. loss of, change of policy in event of_- 247 

6 nited States policies contributing toward winning of. - 103, 105 

Collective military strength: Increased by military aid programs _- ; 240 
Collective security: Attainment of, through necnesek and bilateral agree- 

ments. - - - \ : 30 

a security: Continuance of,” justification for- 33, 36 

Collective security: 

Effect of discontinuance of, on free world_____- 33, 44 

Endorsement of, by Bandung Conference 173 

United States foreign policy dependent on_- 44 

Colombia: 

U. N. Educational, Scientific and Cultural Organization in, accom- 
plishment of - - 426 
United States bilateral military agreement concluded with 308 
Colombo plan for cooperative economic development in south and south- 
east Asia. (See Colombo plan.) 
Colombo plan (see also Simla Conference): 
Contributing countries of_ 
Countries of, to meet at Singapore_- 
Economie aid furnished through- 
Free Asian cooperation under, for development 
Promotion by, of regional ee in Asia 
Purpose of ; 
United States cooperation giv en to : ‘ 
Colombo Plan Consultative Committee: Asian representatives of, 
Simla Conference__- 
Colonialism: 
Affirmation of end of, in statement issued by President Eisenhower 
and Sir Winston Churchill__ pals os ares __. 481 
Africa: 
United States attitude on, possible results of =“. IG; 
United States leadership in liquidating, urged 
Attitude of Arab States and Israel toward _- 
Question of, Important to Middle and Far East_ ay 
Resolution on, introduced by Hon. John W. McCormack, majority 
leader, endorsement of : 
Communist, condemnation of, by Bandung Conference 
United States attitude on, criticism of. 
Combat force objectives, major: 
Factors considered in arriving at 
Organizations developing 

Commitments: 

Executive, authorization fulfilling, by Congress 
NATO, international military headquarters, total estimate for fiscal 
year 1956_ ee ene tthe 

Committee on Foreign Affairs: 

Interests of, in foreign aid program _-__- 
Schedule of. hearings, conflict with floor schedule 

Communism: 

Asia focal point of pressure of 

Battle against, critical time in- 

Concepts of, in Yugoslavia, compared with U. 8. 8. R 
Deterrence of, by military strength__--_-_- 

Free world contest on, importance of, in mutual security program 
In France and Italy, problem in Europe_- 

Japan, strength in, question of 

Lack of understanding of, by Asia_ 

Recession of, in Western Europe_- 

United States policy to contain 


in 
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Communism, international: Page 
Aims of, no change in 370, 375 
Combating of, with mutual security program 
No evidence of change in basic aims of 
No respect for weakness 
Tactics of, change in, reason for 
United States forces strength not sufficient to combat alone 

Communist aggression: Military forces of, in Far East, temporarily 

checked 

Communist countries: 

Methods of operation of, compared with democratic countries 
Taxation in, compared with democratic countries 

Communist dictatorship: Actions of, history of 

Communist forces: Invasion of Korea by, possibility of 

Communist military forces: Maintenance of excessive, tensions created 

by 

Communist newspapers: Decline in circulation of, in Western Europe, 

chart on 

Communist Party: 

Beliefs of, compared with Socialist Party 

Decline in membership, in Western Europe, chart on 

Strength of free are of Asia, chart on 
Communist Party, world: U.S. S. R. invitation to Yugoslavia to rejoin__ 
Communist votes: Compared with total votes in Western Europe, chart 


Communists: 
Alliance of, with left wing Socialists, evidence of, in Italian presidential 
election 
Attempt by, to recruit frustrated college students 
Control by, of atomic fission, question of 
Defeat of, in election in Andhra, India 
Emulation of United States program by, in South Asia 
Intensity of in Japan 
Internal difficulties of, result of 
Offensive being taken 'by, in South Asia, in economic development -- 
Participation by, in U. N. technical assistance program 
Policy of, when on defensive 
Tactics, Bandung Conference representatives’ knowledge of 
Coennt, international: Policies of, as part of designs of Lenin and 
in 
Communists, U. 8. S. R., United States danger from 
Competitive bidding: 
elays in on offshore procurement 
Conference, Big Four: Results of, question of 
Conference, Simla. (See Simla Conference.) 
Congressional presentation data book: Results of MDAP estimates 


Contracts: 

Joint venture basis, with foreign governments 275 
Cooper, Hon. Sherman, United States Ambassador to India, statement of __ 116 
“Coordinate”: Definition of, worked out between Department of Defense 

and FOA 
Costa Rica: 

Institute of Agricultural Sciences in, success of 

Investment guaranty agreement executed with 

Lack of coordination between U. N. technical assistance program and 

United States technical assistance program in, question ae 
© U. N. Technical Assistance Administration in, accomplishments of _ 
otton: 

Categories of aid under which it might be charged 

Sale of, to France, proceeds used for Vietnam 
Counterpart funds. (See Funds, counterpart.) 

Countries and territories receiving technical assistance under U. N. and/or 
United States, fiscal year 1955, table on__-___--_.-------------. .- 43 

Countr -by-country breakdown, ‘explanation for lack of 

Critz, Col. H. H., Office of Military Assistance, Department of Defense: 
Statement of 

Cuba: United States bilateral military agreement concluded with_--_---.-- 
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Dawson, Laurence, Chief, Escapee Program Division, FOA: Statement Page 
of - 482, 772 
Defense alliance expenditures: Correct designation for support to allies__ 241 
Defense appropriations: Unexpended balances for, June 30, 1955 
Defense support: 
Administration of, by International Cooperation Administration 
Amount requested for 1956 
Asia, amount of 
Decision to place under ICA, reasons for 
Definition of 
Europe, amount of 
Fungible items charged to 
Greece, amount of 
Greece, Turkey and Iran, amount of 
Interrelationship of, with technical cooperation program __ 
po ee eal pore & Pe Dike roles & ob 
Near East, amount of 
Spain: 
Decrease of ise Sebo ir, CF 
Use of local currency by, from funds ge nerated by commodity 
sales rat 54 


Spain and Yugoslavia, in 1956 program 54 
Yugoslavia, amount of, for 1956 384 
DeLany, Vice Adm. Walter 8., USN (retired), Deputy Director, Mutual 
Defense Assistance Control, FOA: Statement of..._____- J, 65 
Deliveries: 
Annual average of ck cmd 
Department of Defense, from previously approved programs_ peoeeetes 
Funds for, in 1956 program 
Korea, time beginning 
Lag in, amount of 
Spain, time beginning 
Democratic Party: 
Personnel in Foreign Operations Administration _ 
Preponderance of personnel in Government agencies 
Democratic nations: 
Problems of, not encountered in Communist countries___........ 515, 516 
Department of Defense: 
Administration by: 
Of direct forces support and defense assistance, date of assuming.. _ 200 
Of military assistance and direct forces support 100, 149 
Of programs handled by Departments of Defense and military 
forces of other countries 


Authority of in mutual-security program prior to June 30, 1955, and 
after, explanation of 
Budget of, earmarking of funds for, nontransferability of 
Cooperation with Department of State on aid program... 224, 225, 541- 542 
Direct forces support: 
Administrative and operational expenses of, payment of, by_._.. 260 
Transferred to, by President’s Executive Order 10610 
Division of administration between, and Foreign Operations Adminis- 
tration, confusion expressed on 
Extent of administrative duties in mutual-security program 
Funds appropriated for, in aid program, transfers made in___-____ 
Implementation of policy by, in administering military assistance and 
ne en ance ghey wenceeuu acne eg 
Liaison between, and FOA 
MDAP and defense support funds to be administered by 
Memorandum of, on spare parts policy______.......____- LOSES sg EPA? 
Military program funds under, on global basis_....__._..._..___.--- 150 
Military aid program part of 239 
Mutual defense assistance program, fiscal year 1956, table on _ -_ - 237 
Programing by, explanation of 205-206 
Requirements of, decreased by strength generated by mulitary aid 
pemeamg Ss es es ek BESO Cae A le ee 239-240 
Authority of, for military end item determinations, origin of 
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Department of State: Page 


Cooperation with Department of Defense on aid program _ 224, 225, 541-549 
International Cooperation Administration, administration by, 
defense support 
Desai, Moraji, Chief Minister of Bombay, India, possible successor of 
Prime Minister Nehru 
Development assistance: 
Arab States, funds for 
Arab States and Israel, amount of__-_-- -- 
Asia, funds for 
Discussion of 
Egypt, purposes of 
Funds for, in 1956 program 
Guatemala and Bolivia, funds requested for__.-___________- 
Honduras, surplus agricultural commodities to ---_-_--- 
Israel, funds for 
Israel, reduction of, for fiscal year, 1956 ee 
Latin America, amount for 1956____- 4 ._.. 303, 305, 308, ; 333 
latin America, increase in, approval of, by ‘Bureau of the Budget. bv, #10 
Libya, margi. ial economy of 2 Pa ay 287 
Nepal, for communications - - - - - __ _- = = a. SEE 113 
Diem, Premier Ngo Dinh. (See V ietnam. ) 
Direct forces support: 
Administration of, by Department of Defense _... 56, 100, 149 
Administration of, by Department of Defense, date of assuming_. pest. 200 
Amendment regarding administrative expenses of, proposed by execu- 
tive branch - 706 
Administrative and operational expenses in fiscal 1956, payment of, 
by Department of Defense__-_- 260 
Administrative and operational expenses under FOA, payment of___. 260 
Amounts of, how determined________-_------------ f 178 
Amount requested for 1956_______- wR & 29, 37, 56, 200 
Cambodia, Laos, and Vietnam, armed forces of_.........._-.._---- 249 
Definition of __ pn wocivew ele e Gdud od 146, 231 
Discussion of Sl ten _ 715, 732 
French Expeditionary Cc orps, continuing _- Cra Merc ets LM mt 
Items included in_ po Jousavsas OSU 228 
Transfer of, to Department of Defense _- wuuLe0 © 222 
Yugoslavia, amount Of j25. 2.22004. iLAQeSLGe. 375, 378 
Disarmanents: 
Correlation of policies of, with mutual security program 
Policies on, recommended by Hon. Harold E. Stassen, Special Assistant 
to the President on problems of 
Safe plan for, endorsement of 
Soviet policy altered on 
Displaced person: Definition of 
Domestic program expenses: Definition of ___- _ 
Dominican Republic: United States bilateral military agreement concluded 


Dulles, Hon. John Foster, Secretary of State: 
Article regarding, in Saturday Evening Post, by Beverly Smith, 
Washington editor, excerpt from_____________-___-_. 
Text of article : E 
Statement of, May 25, 1955____- 


Earmarking of funds: Department of Defense budget, nontransferability 
of 
East-West Trade. (See ‘also Mutual Defense Assistance Control Act.) 
East-West trade: 
Reduction of, in past year --__- 
Total amount of, with Soviet bloc_ -- 
United States policy on 
Economic assistance: 
Administration of by International Cooperation Administration 
Benefits of, to nations receiving 
Not requested for Marshall plan countries in 1956 program 
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Economic assistance—Continued 
Southeast Asia, furnished by other countries 
To countries supporting diverse foreign policy from United States, 

question of - 

Economic Defense Advisory Committee: 
Structure of, chart shown on__. q 
Review by, of items controlled by Mutual Defense Assistance Control 

xa ae §52- 


Ecuador: 
Investment guaranty agreement executed with 
United States bilateral military agreement concluded with 
Egypt: 
Aid to: 
Reduction of_____- 
Results of - aie 
Development assistance for, purposes of 
Nasser, Gamal Abdel, Premier of: 
Invitation to Afro-Asian Conference to meet in Cairo 4 
Leadership of, at Bandung Conference ___- ive) ee 
Participation by, in mutual security program 


553 


319 
308 


294 
298 
285 


475 
480 
82 


Role of, at Bandung Conference __ _- iat cal 479-480 
Sinai Peninsula, plans for irrigation and developme nt of ‘ 284-285, 


288, 289, 
Suez Canal in, blockade of_ J 


Suez Canal dispute in, settlement ~ ee _ 285, 

Technical assistance in, success of - _. 

Ten-year program of, cabin assistance part of 
Risenhower, Dr. Milton, report of, on Latin America: 

Commendation of 

Endorsement by Organization of American States 


290 


Influence of, on United States foreign policy_ - bz 320 : 


Recommendation for implementation of _ _- 
Eliot, Dr. Martha, Chief, Children’s Bureau, Department of Health, Edu- 
cation, and Welfare, statement of____- 
El Salvador, World Health Organizatic ion in, -accomplishme nts of_- 
End items, MDAP program for 
Engineering changes in airplane mainte nance, types of, cost of 
Engineering students, drafting of, into service, question of wisdom of - 
English language training centers, description of projects. 
English language training centers and related items, statement on_ 
Equipment: 
Excess, explanation of _. SR es aS 
Obsolescence of, for military, question ‘of- 
Spare parts and maintenance of, capabilities ‘of other countries to 
furnish 
Surplus, in Indochina, redistribution of___ 
Eseapee, definition of 
Escapee program: 
Caseload of 
Far East: 
Activities in 
Methods by which carried out. 
U. 8. S. R. efforts to repatriate in 
Funds for, amount requested for 1956__ 
Kersten amendment for, funds remaining under- 
Method of operation __- 
Projects of 
Purposes of __ 
Screening of escapees under 
Resettlement of escapees under-___- 483 
Statement on_ Sis 
U.S. 8. R., efforts to repatriate escapees from _._. 484-485, 486, 487, 
U. B38. RR: "escapees, number resettled since war 
Eseapees, funds for, included in program - 
Estenssoro, Victor Paz, President of Bolivia, statement by, quoted____.__ 


483 
488 
488 
482 
486 
484 
483 
483 
487 


, 484 


482 
lia 
485 

80 


330 
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Ethiopia: 
Aid to, results of 
Food and Agriculture Organization in, accomplishments of 
Participation by, in mutual security program 
Technical assistance to, continuation of 
Europe, West: 
ne production in 
to: 


Defense strength produced by 

In 1955, amount of, in surplus agricultural commodities 
Ammunition productive capacity, increase of, desirable 
Attack on by U. 8.8. R., results in event of 
Capability of, to furnish spare parts 
Communist influence recedes in, chart on 
Communist votes compared with total votes, chart on 
Communists in, decline of strength of 
Countries of: 

Cooperation of, compared with Asia 

Receiving aid 
Defense expenditures compared with United States economic aid, 


Defense of: 
Atomic weapons for 
Factors necessary for 
Defense support for, amount of 
Deliveries for, explanation of 
Dollar reserves of, increase of 
Economic assistance programs in, 1956 
Economic developments in 
Exports to, percentage of United States__............_.__-.--_--- 333 
Fiscal year 1956 program for, amount of 3, 371-372, 374, 384 
Funds for, amount unobligated, June 30, 1956 
Imports from, decline of, percentage of 
Industrial production in, increase of 
Industrial production of OEEC countries, chart on 
Marshall plan result in, chart on 
Migrants in, number for emigration 
Military assistance to, emphasis on 
Military situation in 
MDAP administrative expenses reduced in most of 
MDAP aid to, total amount 
Mutual security program in, success of 
Nonmilitary funds for, amount of 
OEEC influence in 
Offshore procurement in, end results of 
Offshore procurement, in funds for, in global military figures 
Offshore procurement in, in 1955 
Political developments in, in past year 
Population, rate of increase in 
Ratio of money spent by, to each United States dollar 
Refugees in, saienat 
Refugees in, under w N. High Commissioner for Refugees, break- 


Rocket launchers for, termination of contracts on 

Scientific capability in, for mutual weapons development program_-_ 273, 
Success of mutual security program in 

Technical exchange program with, amount of 

Technical exchange program with, purpose of 

Trade in, increase of 

Unexpended funds for, June 30, 1956, amount of 

United States allies in, aid by, in build-up of Far East defenses 

United States Armed Forces in, expenditures of 

United States economic aid to, compared with defense expenditures 


USO in, question of 
United States personnel in 
United States private investment in, amount of 
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European Defense Community: 
Comparison of, with Western European Union, from military stand- Page 


poi 26 
Deliveries under Richards amendment restricted to discussion of_. 380-382 
European Productivity Agency, part of, in European technical exchange 


program 397-398 
European research, radar and aircraft warning system, financed from 
miitual special weapons development program 
Excess equipment: 
Claim of title to, by countries where located 211 
Explanation of 211 
Executive Order 10610, transfer by, of direct forces support to Department 
of Defense 222 
Expellee, definition of 496 
Export-Import Bank: 
Authorization for, increase of 
Funds of, unprogramed and unused 
Loan by, to Bolivia, for Santa-Cruz-Cochabamba Highway 
Loans by, to Latin America, for developmental assistance 
Export-Import Bank loans, comparison of terms of, with Foa loans 
Exports by United States, gain in 


Facilities assistance program (see MDAP, facilities assistance program). 
Far East (see also countries of). 
Far East: 
Administrative expenses in, increase of 555 
Aid for, categories of, percentages of each 188 
Ammunition productive capacity, increase of, desirable. 279 
Colonialism in, United States policy on 101 
Commodities for, financing of, under defense support 180 
Communist aggression, military forces of, temporarily checked in-__. 172 
Constructive projects, equipment for, under defense support 180 
Countries of, around periphery of Communist China, funds for, 
amount of 178 
Defense support for, amount of . , 179 
Defense support for, assistance provided by 179 
Defense support for, breakdown of__---_-- 180 
Defense support for, relationship of, to technical cooperation in____ 188-189 
Direct forces support, amount of 
Direct forces support, items provided under "178 
Direct forces support, purposes of 178 
Economic aid to, increase of, recommendation for 476 
Economic programs for, explanation of ; 177 
Escapees in, U. 8. S. R. efforts to repatriate 488 
Eseapee program, activities in 483 
Excapee program, methods by which carried out 488 
Exchange of personnel with, by United States__..__._._.____________- 187 
Food and Agriculture Organization in, accomplishments of 
Industrial capacity of 
Inflation in, means of control 
Internal problems confronting 
Internal subversion in, dangers of 
Military equipment productive capacity, need for 
Military programs of, problem of supporting 
Military programs of, ’ Enited States aid to 
Mutual security funds for, amount requested___.............----.- 
Non-MDAP assistance to: 
1955 program, amount of 
1956 program, amount of 
Offshore procurement in, in 1955 
Peoples of, characteristics of 
Problems of countries of 
Refugees in, inclusion of, in United Nations Refugee Fund, question 
of 457-459 
Technical assistance for, amount of___--_- ed. 174, 178, 181 
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Far East—Continued 
United States allies in, defense build-up by 
United States foreign policy in, aims of 
Voluntary agencies’ shipments to, increase of ____ 
Far East and Pacific: 
MDAP administrative expenses increased in - _- 
MDAP aid to, total amount of 
Farwell, Elizabeth T., National Congress of Parents and Teachers, letter 
from é 
Feighan, Hon. Michael A., a Representativ e in Congress from Ohio, 
statement of cit 
Fiscal vear 1956 training program, total estimate for. 
Flexibility, necessity for, in MDAP program. 
Force-base concept in program planning 
Force goal concept in program planning- __- 
Force goals, JCS, illustrative programs portrayed 
Ford Foundation, program of, in India and Pakistan 
Foreign aid: 
Accomplishments of obrarks 508-509 
Criteria for granting . 508, 532-533 
Support of ..--. 742-748 
Foreign aid bill, difficulties of passing on floor of House, ‘compared with 
bill for United States Armed Forces __ wats « 56 
Foreign aid funds, designation of, lack of, result to allies’ budge ts_ 221 
Foreign aid program: 
Endorsement of, by Bandung Conference 
No-year basis of funds for- __- — 
Preference in, for larger countries, question of - 
Reports to Congress on, necessary 
Review of changes in, since inception 
Foreign Claims Settlement Act, committee report on, presented to Secre- 
sary of enbo Dane 22 ee ee Lt 
Foreign Operations Administration: 
Authority of, in mutual security program, prior to June 30, 1955____ =. 223 
Director of Authority of, prior to 1954, over military programs 
Bipartisanship of personnel of 
Commendation of 
Division of administration between, and Department of Defense, 
confusion expressed on 
Operation of, under guidance of Secretary of State 
Personnel appointments in past 2 years ___-_-_- 
Political patronage in, question of 
Relationship of, to bipartisan foreign policy__ -- 
Republicans placed in, number of 
Survey of, in Belgian Congo 
Transfer of functions of: 
To International Cooperation Administration in Department of 
WG i cope el de SLL AVE Tie: RSPB) Pats EDP emeba eg ROMER EY SE 0 
Problems of, discussion of __ _ - 
Transfer of, provision to disregard civil service ‘regulations on per- 
sonnel, Senate amendment to, discussion of __-_-- _..-- 702-705 
Foreign Service Act, job referral to rors National Committee in 
conformity with, question of - - 
Formosa (see also C hina, Republic of): 
Aid to, amount of, in 1956 program __ 
Armed forces of, loy alty of __ iY 
Budget of, share of for military expenditures. BSL 
Capability of, to furnish spare parts 
Cease fire in area of, tendency toward_. q 
Challenge of Government of, to C ommunists on mainland and over- 
seas Chinese _ _ ; 
Communist threats to___- 
Defense of: 
Ability of forees of Chiang Kai-shek ry ak gNPT of _ 
Necessity for__...______. ue 
Defense support to: 
Breakdown of _--------- 4 
For salable commodities, amount of ___- 
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Deliverance to Communist China, statement on, by President Josip 
Broz Tito of Yugoslavia, mention of 
Direct forces support: 
Amount of __ 
Purposes of _ 
Economic resources of, limitations of _- 
Education, improvement of, under technical cooperation 
Equipment for, defense support for 
Foodstuffs to, for Armed Forces, charged to direct forces support__- 
Forces of: 
Need for aid for_. 
Strength of - : 
Free Chinese society on, progress in de velopment of __ 
Bands fori. 22. 
Governmental administration of, progress of - 
Importance of, as link in free world’s island chain of defense 
Invasion of, by Communist forces on China mainland, threat of 
Joint Commission for Rural Reconstruction of: 
Composition of___- 
Defense support for- 
Technical cooperation ‘support for_ 
Military aid by, to Quemoy and Matsu_ 
Military forces of, defense support for 
President Chiang Kai-shek, ability of forces of, to de fend, question of- 
Resolution (H. J. Res. 159), effects of, on Communist China’s inten- 


Situation in, question on 
Statements on, by Chou En-lai, Premier of Communist C hina, at 
Bandung Conference______. 

Strength of, maintenance of, necessary ‘basis for cease-fire _ 
Technical cooperation in, purposes of ___. 
Threat of Communist China to take_ ___ 
UNICEF trachoma control program in__- 
United States aid to: 

Necessity for : 

Since 1945, amount of___________ ‘ 
World Health Organization in, ac complishments obese. 


France: 


Aid by: 
To Anti-Diem forces in South Vietnam, question of 
Withdrawal of, provisions for 
Attitude of, toward Spain 
Communist minorities in 
Communist Party in, signs of defeat of 
Contracts with, on joint-venture basis_____.-........------------- 
Contributions of, to Yugoslavia 
Control over, by United States, explanation of 
Cooperation of, with anti-Diem forces in Vietnam, question of 
Counterpart in, used in Indochina operation, amount available ___ 389 


Effects of Richards amendment in 

Expeditionary Corps of, direct forces support to___. 
Expeditionary Corps of, MDAP material for, withdrawn. 
Expeditionary Corps of, reduction of ce 
Fontainebleau, headquarters of central sector of SHAPE_-___- 
Military budget of, on calendar basis-__-_-_--- - 

Paris, meeting in, of Western E uropean Union .and NATO Council _ 
Percentage of costs of international military headquarters paid by - 
Projects in, under study for MDAP facilities assistance program 
Sale of cotton to, proceeds used for Vietnam_ pe ot 
Women of, exchange visit of, criticism of _ - 


Free world concept, accomplishment of, hope of 


Free 


Thai movement, threat by, to Thailand____- 


, 249 


249 
166 

51 

95 
275 
410 
249 
254 


, 390 
Deliveries to, under Richards amendment, limited to 1953 program _ 381, 


382 
382 
249 
249 
249 
152 
43 
l 
281 


279 


7, 673 


95 
244 


175 
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Funds: 
Administrative costs, amount for 1956 
Africa and Near East, total amount for 1956 
American Republics, amount requested for 1956 3 
Arab States and Israel, development assistance, amount of for 1956__ 79, 
297, 298 
Asia, defense support and direct forces support, amount of f 
Asia, economic aid for, amount of, for 1956 
Asia: 
President’s special, for regional development: 
Amount of 
Transferability. of 
Regional development, amount requested for 1956 
Technical cooperation, amount requested for 1956 
Atoms for peace plan, amount for 1956 
Berlin, West, amount of 
Bolivia, development assistance for, amount of 
Carryover: 
Administration of, by ICA , Jou 200 
Doe im. tan Beek or Le ek iy eel 209 
Justification of 
Necessity of, to carry out program 
Sufficiency of, for 1956 and 1957 programs, question of....... 198 199 
Use of, instead of new money . 209 
Counterpart < 
Amount of, in foreign currencies pes Ee | 86 
Bolivia, uses of 806, 329, 338 
Earning of, under industrial dev elopment program 197 
France, used in Indochina operation, amount available .-- 389, 390 
Iceland, amount available June 30, 1955 389 
NATO countr ies, status of __- 388-389 
Requirement for reappropriation of, discussion of___- _.. 563-564 
Spain, status of _. 384, 387-388, 393-394 
Use of, for small loans ve 94 
Yugoslavia, status of_____- an eileen _ 888, 393 
Defense assistance, amount of : 
Defense support, Far East, amount of 
Defense support, amount requested in 1956 program 
Department of Deferse, earmarking for, nontransferability of 
Development assistance, amount requested in 1956 program 
Direct forces support, amount requested for 1956 
Europe, West: 
Amount requested for 1956 
SS EEL | 1 BOSE SEY A AT biudes 
Nonmilitary, amount of__-_- Jeothe 3o WS ae SE 
Technical exchange program, amount of 
Total amount of, for 1956 
otal. MDAP aid foto uiscuece sell Leek dnd SUNS 
Unexpended, June 30, 1955_______-.__--..._-- Sentid dyin SGRR 
Expended: 
mepeenieoll st os See oS cle si sug TARE fc SB ye 
1955 program, details requested on 
Far ast: 
Amount requested for 
Defense support, amount of 
Direct forces support, amount of 
Non-MDAP assistance, amount of____.__._..-.-.-.---- foe 2.8 
Technical cooperation, ‘amount of 
Formosa: 
Amount in 1956 program--.-.-__.-........--.------- 
Direct forces support, amount of_-.___---.-.- 
Greece: 
Amount of, for 1956 
Defense and direct forces support 
Defense support, amount of_____..-..---.---- 
Greece, Turkey, and Iran: 
Defense support, amount for 1956 
Technical assistance, amount for 1956 
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Funds—Continued Page 
Guatemala, development assistance for, amount of _ 306, 311, 326, 336, 337 
Haiti, development assistance, amount of 307, 312, 326 
India, obligated for 1954 and 1955 shown by presentation books._ 147-148 
Indonesia, amount in 1956 program 
Infrastructure, carryover in, from 1955 program 
Interregional expenses, amount for 1956 
Iran, defense and direct forces support 
Israel, development assistance, amount of 
Japan, amount in 1956 program 
Korea: 

Amount in 1956 program 
Direct forces support, amount of 
Laos, Cambodia and Vietnam: 
Amount in 1956 program 
Direct forces support, amount of 
Latin America: 
Development assistance, amount for 1956 303, 305, 308, 333 
Technical assistance, amount for 1956 303, 308, 333 
Loans of, for economic aid 
Middle East, amount requested for 1956 3 
Military assistance: 
Amount requested for 1956 29, 37, 38 
No-vear basis authorization requested 562- 563 
Mutual Defense Assistance Control Act, amount for 1956_______ 
MDAP: 
Accessorial costs, amounts since beginning cf program 
Additional requirements: 
Amount requested for 1956 
Estimated possibilities for 
Amount requested for 1956 
Facilities assistance program: 
Appropriated and obligated, 1954 and 1955. 
Unobligated, June 30, 1955___________ LR RES? Es Si 27 
Far East and Pacific, total aid for.__..._...__.___-- be Ju 
Justification of request for 
Near Hast and Africa, unexpend. 
Training program, estimate for 1956 
Unexpended 
Unobligated on June 30, 1955 
Military support, amount requested in 1956 program____-____-_-_- 
Mutual security program for 1956, amount of - peut red L)... ( 
Mutual weapons development program, obligated to date________ 272, 274 
NATO civilian headquarters, amount for 1956 558 
Near East and Africa, nonmilitary, for 1956_ ; secs Aira 79 
Near East and Africa, technical assistance for 1956_____- .. 79, 297, 298 
New, commitments to be met with t 199 
Non-MDAP, Near East and Africa, 1956 667 
Nonregional programs, amount requested for 1956 : 
No-year basis for 
Obligated, percentage under law in last 2 months 
Ocean freight for shipment of surplus agricultural commodities, 
amount for 1956__ fea 
Ocean freight for voluntary agencies shipments abroad, amount for 


Se OWmw rw 


OEE C, technical exchange program for, amount of wt alee 
Organization of American States, technical assistance program, amount 
for 1956 : 
Palestine refugees, assistance for___..____----- 
Percentage of, for defense support_-________--_- 
Philippines, amount in 1956, program ___----- 
Philippines, direct forces support, amount of 
President’s contingency: 
Amount requested for 1956 
Purpose “ge epee 
President’s, for Asian economic dev elopment: 
Amount of______. iz 
Purpose of 
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Funds—Continued Page 
Programed, amount of __ _- - - - axbrwaes vols ale <1, 205 
Reversion of, to United States Treasury, upon determination of no 

need _ ‘ ‘ Fe i ; ; 86 
Spain: 
Amount of_- ' id Sepersies -eecioweaaiet anh 
Defense support, amount of __ phic Ses taey atta emiatendeasel 384 
Technical cooperation, in 1956 program _ RY 56-57 
Technical exchange, for improving lev els of productiv ity, ‘in 1956 
ROGIER oo 5 asia «kay 3's exaaa ” 
Thailand: 
Amount in 1956 program_ 
Direct forces support, amount of __ __-- 
Total amount of, requested for mutual security program, “fiscal year 
1956 _ _ _ - . Pesce 
Transferability of, in 1956 program _ ea ; Ne NE noe . 18 
Turkey, defense and direct forces support __ Fe ee eer 79 
U nallocated, amount of_ ; 196 
Administration of, by International C ‘operation Administration _- 200 
Amount of - rere ee ee 22, 206 
Amount of, estimated June 30, 1955_ _- sack Sitie lees 4 201 
Unexpended: 
Breakdown into project and honpeageat type, explanation of __ 561-562 
Continued availability of To minh ecards tp ne 8 a 271 
Explanation of _____-_-~-- Ah. issiewaid Serene ae ; S04, B52 
Justification of ____- ee tare oe a <a 85-86 
Nonmilitary, amount of = . am 000 
Unexpended and. unallocated, applicatio: ion 1 of, against - new “ appropria- 
tion, question of Jett zs) ; : 17 
UNICE F, amount of for 1956__- 461 
U.N. expanded program of technical assistance, “amount for 1956___ 4: 20, 429 
U. N. refugee, 1955 and 1956 programs _ _ - 452, 454 
U. N. multilateral programs, in 1956 program 
UNRWA: 
Amount of, for 1956 288-290, 297, 298 
Carryover, amount of__ ‘ 
U. N. technical assistance, in 1 1956 program : 
Unobligated, amount of , 22, 200 
Yugoslavia, defense support, amount of for 1956 
Yugoslavia: 
Direct forces support, amount of 
Unexpended, June 30, 1955 
Fungible items, charged to defense support 


Gandhi, Mahatma: 
Continuing influence in India 
Followers of, opposed to communism 
Gaza strip (Egy pt), refugees in, resettlement of 
Geneva Conference, Vietnam election to be held under prov isions of 
Germany: 
Neutralization of, aid to, in event of, question of 
Submarines, effectiveness of, during World War II 
Unification of: 
Question of neutrality in_ - 
Status of 
East: 
Armed forces of, strentgh of _ - 
Reaction of, to invitation to Chancellor Adenauer to visit Moscow - 
Refugees from, to West Germany, rate of___-_- 
U. 8. S. R. withdrawal from probability of___- 
Germany, Federal Republic of: 
Adenauer, Chancelor Konrad, invitation by Russia to visit, intemperate: 
tion of - 
Adenauer, Konrad, Chancelor of, invitation by Russia to visit, person 
issuing _ —_ _- AEE? ine ta tated 
Adenauer, Konrad, ‘Chancelor ‘of, invitation to, to visit. Moscow, 
reaction to 168, 374, 375, 376, : 380 
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Page 


Admission of, to NATO 1, 369, 373 


Admission of, to NATO, U.S. 8. R. efforts to prevent 
Air Force of, strength of 

Armed forces of, contribution of, for European strength 
Armed forces of, strength of 

Army of, desirability of limitation of 

Army of, time necessary to develop, question of 
Berlin, seat of Four Powers 

Berlin, aid to, amount and importance of 

Berlin, economic difficulties of 

Berlin, agricultural surpluses to 

Bertin’ deficit in, amount of 


atte Dae available “ June sO. 1955 
Fstablishment of, as free state 
Forces of, addition of. to NATO strength 
Military Assistance Advisory Group to te established in 
MDAP administrative expenses increased in 
Naval craft of, use of 
Rearming of, uncer existing agreements 
Rearming of, U. 8. 8. R. efforts to prevent 
Refugees to, from East Germany, rate of - __- 
Scientific cavability i in, for mut tal weanons develooment program. < 273, 
Goedhort, Dr. Vor. Heuv en, High Commissioner of Refugees 
Gotwald, Dr. Luther A., executive secretary, Division of Foreign Missions, 
National Council of Churches of Christ in the United States, statement 
submited by 
Grants: 
Desire for, in India, over loans_ - 
Loans to be expanded over. 


Surples egricultural commo: lities furnish Le dv under 
Gray, Mrs. Virginia M., executive secretary, Citizens Committee for 


UNICEF, letter and statement \; eee 

Great, Britain: 
Aid to, 1954 and 1955 programs- -- 
Agreement with Australia, on Malayan res} sponsibility - 
Attitude of, toward Spain _ eee 
Contributions of, to Y ugoslavi a 
Cooperation of, with members of British Commonwealth 
Econon ‘ic aid to South Asia by 


Forei ‘ign : Office of, influence of, over : India_ 

GNP, amount of, in 1954_ 

Pe reentage of costs of international military he adqus arters paid by he 

Prosperity of 

Rolling mills of, on embargo list__- ove CE Bee 
toyal Society for Prevention of Cruelty to Animals, monkey sbip- 
ments handled by - 

Sale of tires by, to C ommunist China- 

Spare parts product ion in 

Trade with Communist China 

Trade with U. 8. S. R 

Treaties of, with Arab countries __- ; aes id , 

Troops of, commitment of, to Continent, under Western European 


Withdrawal from India, effects of____ 
Greece: 
Aid to, accomplishments of 
Aid to, amount of , 
Aid to, increase of, over 1955 estimate for. justific ation of 
Armed forces of, comparison of number of, with United States__.__- 
Armed forces of, morale of 
Armed forces, pay to priv ates in, question of _ 
Budget deficit, amount of__ 
Cooperation with Yugoslavia_---__ -- 


63245—55 53 


155 
155 
155 
11 
167 
14 


389 
1 


170 
259 
259 
155 


, 377 


155 
400 
274 
459 


658 
519 


91 
686 


58-662 


410 
257 
166 
410 
128 
197 

45 
128 


, 299 
379 
295 
379 
301 

, 300 
221 


55 
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Greece—Continued 
Defense support for, amount of 
Defense support to, ’for sales of grain and meat 
Defense and direct forees support funds for 
Earthquakes in, financial burden of 
Forces of, payment of 
Included in Near East, for training ammunition requirements 
Member of Balkan Alliance 
DEGieary Cgemmemenemes OF ee oe lel oe 
Military assistance for 
Per capita income of... ..-..- 2 2. sedges bee el. Ae sivdt 
Tax system of 
Technical assistance in, purposes of__________.-_-_____-_-_---___- 
Treaty of, with Turkey and Yugoslavia, provisions of, advantages of __ 


Value of, as ally, compegred with Yugoslavia 
Yugoslav frontier, closing of, benefits to 
Greece and Turkey, mutual defense pact with Yugoslavia. __- 2.807, 161 
Greece, Turkey, and Iran: 
Defense support, amount for 1956________________- bigs. Vio2 Rey, 909 
Technical assistance for, amount for 1956 J 2 | 990 
Gruenther, Gen. Alfred M., Supreme Commander, Allied Pow ers, Europe: 
Appearance of, on television, suggestion for 171-172 
Responsibility ‘of, in arriving at major combat force objectives______ 254 
Phatemnant OF - - 642300 pana ok abby Sts Lk 151, 167 
Gross national product: 
Asia, per capita (1954 estimate), chart on______- 72 
Central government and defense expenditures, by country, table on_ 46-47 
Fstimated United States, fiscal year 1955, table on______ Be: 46 
Guaranties of investment trusts, statement on, submitted by FOA__ =. 590 
Guaranty program, discussion “SO PRBS eee RR ‘ _ 580-591 
Guatemala: 
Aid to, in view of former communism, question of__________~ 314, 316 
Arbenz regime of, effects of, on country ; 306, 311 
Coffee prices in, decline of, effects of 316 
Col. Carlos Castillo Armas, President of, Government of 306, 338 
Communism in, combating of, attitude of other Central American 
countries toward aid for E 331 
Development assistance for, amount of 80, 306, 311, 326 
Development assistance for, purposes of 306, 311, 338 
Emergency aid to, to assist new government. _________ Sf ay 338 
Government of: 
Comparisons of conditions under present, with previous Com- 
312, 315 
Democratic processes in_____.__.___-___------_-----------__- 315 
Highway in, plans for building, discussion of , ol4 
Inter-American Highway in, United States aid to 307 
Investment guaranty agreement executed with________ push oe 319 
Klein & Saks, management consultant firm in I 336 
Market places of, women in, aid to resistance movement ee 315 
Overthrow of Communist government i in, by people of, first communis of. 316 
Pacific Coastal Highway in, emergency aid or, in 1954__ 307 
Roosevelt Hospital, United States aid for _-_ Seu "307, 326, 327, 338 
Technical assistance in, expanded program * Bape ES 307 
United States bilateral military agreement, negotiations for_ 
— missiles, development of, in United States and U.S8.S. R., question 


Hadiey, Eleanor M., Washington representative, The American Asso- 
ciation of Social Workers, letter from__ - 
Hains, Brig. Gen. Peter, Chief, MAAG, Yugoslavia, appearance before 
committee, accompanying Hon. James W. Riddleberger, Ambassador 
to Yugoslavia______ ___- ; 
Haiti: 
Development assistance to, amount of__._________- 307, 312, 326, 337, 3: 
Emergency aid to, necessity for ; : _... 807, 31: 
Gross national product, per capita ie i aS 
Hurricane damage in_-_--_-_ 307, 312, 32! 
International Labor Organization | in, accomplishments of 
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Haiti—Continued 
Investment guaranty agreement executed with _- 
Surplus agricultural commodities for___- F 
United States bilateral military agreement conclude d with__ 
World Health Organization in, accomplishments of 
Hale, Dr. Lincoln, Director of FO. A mnission to Israel 
Hardesty, M. N., regional director, Office of Latin American - Ope rations, 
FOA, statement of...-..--.------ 
Harlow, Bryce N., administrative assistant to the President, letter from, 
to Mrs. Kelly, on aid to Yugoslavia. __. 
Helmand Valley. (See Afghanistan.) 
Hensel, Hon. H. Struve, Assistant Secretary for International ae 
Affairs, Department of Defense, statement of 
Herter, Christian A., Jr., General Counsel, FO.A, statement of 
Hervey, David E., president, Hervey Foundation, Ine., Hertford, N. 
statement of ; 
Himalayan Mountains: Chinese Communist construction of airfields and 
roads north of 
Hoa Hao: Religious sect in Sovth Vietaam 
Ho Chi Minh: Vietnamese refugee support of __- - 
Hollister, Hon. John B., Administrator, Inte mmational C ‘ope ration Admin- 
istration: 
Statement of 
Appointment by President to administer international cooperation 


539 


‘ 2, 80 


Holmes, Horace: Work on community development projects in India___ 134 
Honduras: 
Development assistance for, for ocean taignt charges on mange 
agricultural commodities 
Surplus agricultural commodities to, ‘under deve lopment assistance 
United States bilateral military agreemeat concluded with 
Holland, Hon. Henry F., Assistant Secretary of State 
Affairs: Statement of - 
Hong Kong: 


for Inter-American 


, question 
457-459 


Chinese refugees in, inclusion of, in U. N. Refugee Fund 
of 


Illegal trade through, question of. 
Hoover Commission Peport: 
Carryover in funds, amount of, shown by 
Comparative study of reco:inmendations in, to show agreement with 
by FOA 
Consolidation of foreign aid recomme ended by, question of 
Copies of, provided for committee eee 
Discussion of : _.. 734 
Recommendations of: 
FOA programs discussion of 540 
On FOA programs, referenge to ; 85 
Request for__- 
Hoover Task Force on Overseas Economic Ope rations (see Hoover Com- 
mission). 
Household and personal effects: Amendment including provisions for, in 
legislation proposed by executi. e brauch 
Howell, Carney, Office of Controller, FO.A.: Statement of 
Human freedom: No agreements made at expense of 
Humphrey, Hon. George M., Secretary of Treasury, speech by, at Rio 
Economie Conference, reference to 


I 
Iceland: 


Counterpart available in, June 30, 1955 

U.S. 8. R. economic program suggested in. 
Illustrative programs: 

Changes required in, in 1955 program. _.__- 207-208, 

Discontinuance of, justification of 


101-101, 


“135 


326 
326 
308 


303 
460 
554 

85 
785 


84 
183 


‘735 


-541 
, 447 


138 


389 
88 


214 
209 


MDAP, necessity for flexibility in_ ee rie Bet 34, 40 


Influence of Dien Bien Phu on, 1955. 
Imports: United States industry dependence on, chart on__- 
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India: 
Agreement with Pakistan, prospects for 
Agricultural and natural resources development in, amount of funds 


Agricultural program in, improvement of 
yeep production ‘of, increase of 
to: 
Aggravation by, of situation with Pakistan, question of 
Amount of, in 1955 program 
Amount of in 1955 program, on loan basis_____..-____------- 140, 143 
Continuance of, recommendation for 
Economic and technical, amount of 
In view of neutral attitude 
Justification of 
United States surplus agricultural commodities included in 
Air Force of, effectiveness of 
Andhra, election in: 
Communist forces defeated in 
Success of, due to successful agricultural program 
Attitude: 
At Bandung Conference 
On coexistence with U. S. 8. R. and Communist China__---_- . 523-524 
Toward Communist China 133, 518 
Toward white people__-__-__- Ss 517-518 
British firms in, effect of nationalization on___-__- 128 
College graduates in 518 
Colonial experience, influence of, on attitude toward communism_____517 
Common views between, and United States_-_____-_ 
Communism: 
Internal, threat of ___- 
Position on___- 
ase ey threat ‘to: 


eeu of, by Prime Minister Nehru, ‘question ‘of 
Communists: 
In, number of 
Jailed in 
Community development program in: 
Awareness of public of 
Continued under technical cooperation program. 
Progress of TU me! 
Publications concerning _ - 134, 135 
Success of 116, 118, 119, “129, 510, 513-514 
Training centers for__.._._____- us eee, 119 
Work by Horace Holmes on sauce s2s 184-135 
Competition with Communist China_ =. ogee 
Congress Party, platform of, toward national ownership of industry- 119 
Constitution of, amendment to, to expropriate foreign property 119 
Contributions by, to own economy 117 
Cotton market, ‘loss of 
Defense program, percentage of budget for____. z 
De:nocratic for.n of govern nent in 
Desai, Moraji, Chief Minister of Bownbay, possible successor of Prime 
Minister Nehru 
Deshmukh, Chintaman, Minister of Finance: 
Co:~:~ents on technical assistance 
Simla Conference organized by 
Develo; rent assistance for 
Amount of 
Breakdown of ‘| i i 
Publicity of, provision in law for 134, 130 
Purposes of 
Three-year contract authority for 
Develop:ent of: 
Into future market for American goods-_---------- 
Progress in 
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India—Continued Page 
Difference of views between, and United States, on means of preserv- 
ing peace in Asia 
Economie advancement of, need of aid for 116, 117 
Economic aid to: 
For development of strategic raw materials rather than industrial 
and agricultural in competition with United States, question 
f . 


Not used in water development of northern India 
Economic development program by 
Educational institutions in, contracts between, and United States uni- 
CUOMO SS Se os. Sais Se aide be Baits stands WR Stil 140, 143 
Effort by, to elevate living standards__.............-.._---_---__- 115 
Eligibility of, to receive aid from President’s special Asian fund 21, 99, 130 
Exa:nple of, as free country 1 
Expropriation policy of: 
Effect of 
Reasons for 
Five-year plan (see also second 5-year plan). 
Five-year plan in, community development programs under___------ 117 
Directed toward agriculture 
Importance of, in fight against communism 
Steel production under 
Success of 
United States program seen to assist 
FOA personnel in 
Groene Ge, mh ree MOOIIOI ss isk ccd scene ka due uke 
Ford Foundation in 
Foreign policy of, opposed to colonialism and imperialism 
Form Of gevermment.. 2. 2. _...--.....- 
Government of, based on democracy 
Gandhi, Mahatma: 
Continuing influence of 
Followers of, opposed to communism._-...------ 
Government of: 
Operation of 
Position on communism at home 129 
Grants to non-Communists in, by U. 8. 8. R. ‘and Communist China. 512 
Gross national product in 
Himalayan Mountains, Chinese Communist construction of airfields 
and roads north of 
Hyderabad, Communists in 
Industrial Credit & Investment “Corp. ‘of, “United States assistance 
139, 142 
Industrial dev elopment of, aid diverted from agricultural program for__ 142 
Industrial production of, increase of : Farrer ee 116 
Influence of, on Great Britain rtd 128 
International Labor Organization in, accomplishme nts of - puaeneiti 425 
Irrigation developments in, impartiality maintained on, by United 
States______ LG COE Le rs Ge eee ciate See eee 126 
Irrigation program in, financing of SP Pe ee eee 511 
Jute: 
United States imported from, percentage of . 112, 122 
Production of, ownership of___._.__..-~-- 
Kashmir: 
Forces located on border of, stragetic position of 
Settlement of problem of 534-535 
Kashmir, Ladakh, map showing as part of Red China, incidence of - - 124 
Kyanite: 
Imported from, percentage of _ _--_-__- 
Production if, ownership of - cen aye 
Labor leaders of, visit to Communist China, statement on_ 
Land tenure system in 
Living standards of, progress in raising 
Loans to, desire for, over grants 
Local currencies in, generation of, through development assistance_ 
Manganese imported from, percentage of 
Materials imported from, by United States, percentages of_ 





832 


MUTUAL SECURITY ACT OF 1955 


Influence of, on Great Britain—Continued 


Menon, V. K. Krishna: Page 
Critical remarks of, question of reason for 529 
Informal meeting with, by Members of House, suggestion for___ 476 

Methods of, progress contrasted with Communist China______- 510 

Mica imported from, percentage of ___-__-_-_.-.--- 112, “122, 127 

Military aid to, no provision for__ # 148, 249 

Mining projects in, support for, in ‘technical assistance ipscur 146 

Monkeys imported from , 132 

Monsoons in, explanation of _ _ 5 

Mukerjee, Sid Biven: 
Air Vice Marshal, chief of Air Force 
Of Caleutta, steel mill owner 

Narain, Jayprakash, head of Socialist Party, possible successor of 

Prime Minister Nehru 

Nehru, Prive Minister Javaharial: 
Attitude of, toward United States 
Quotation fro:n, on expropriation policy 
Position taken with Co:r:unist regime, awareness of weer of__ 5i8 
Socialistic trend of, in economic matters 119 
Successor to, question of .. 527-528 
Talks by, with Chou En-lai, Pre:nier of Communist China___-__ 125 
Visit of, to U. 8.8. R are, 406 

Neutralis’n in: 

Influenced by threats from U. 8. 8. R. and Communist China_ 132, 133 
Value of to United States, question of____- wees” 120 

Nonalinerent of, with opposition to international co:~munisn _ La 139 

Obligated funds for 1954 and 1955, shown by presentation books._ 147-148 

Opposition by, to domestic Coinmunist influences 

Per canita aid to: 
ees ee 
Comparison of, with Israel. 

Co: parison of with Pakistan 

Point 4 progran, amount of 

Population of - -_ 

Position of, in Asia, threat of, by Co: 

Preference ‘of, for U. 8. 8. R. ‘aid, oussties of 

Press reports of, concerning reasons for departure of Indian labor 

bopbainn Teer e- TibG Ae rn eweews OL SLL Le ee 


EY sk so EE lt 


_ Prestige of, threatened by Communist China 


Private enterprise in, example of 
Private investment in, discourage:~ent of, by expropriation law -_ _ - _- 
Private enterprises in, having relationships with United States com- 
panies, table on oo 143 

Producer of raw materials for Japanese market__-_____- 2»: 527 
Production in, rate of consumption of ____ ear U LS t 516 
Program for economic improvement__--_-_ zs t Ee 113 
Program in: 

Compared with Yugoslavia_____- fe Lidbeg at 409 

Success of _ Ey Pea a eas } 115 
Procress in, to justify aid__- Res OA 519 
Raising of living standards by, OOS Stas dai 116 
Religious conce pts of _ Disses _. 511, 513 
Resentment by, of U nited States aid to Pakistan.____________ i 126 
Requests by, for United States aid___.___. eer ee eeeEST, 132 
Resources of - 7 aRo i ee xf ee = 79 
Rice production | in, increase of__________. acon? & pe ia, A 90 
Secret Gge0 tis abl Fo. PS Se ee pas ; 513 
Sacred monkeys ‘in__- pet ne 511 
Second 5-year plan: 

Extent of_______- Ls eM osu. «6 AES 

Plans for economic development under____ 139 
Simla, conference of representatives of Colombo Plan nations at. 

(See Simla Conference.) 

Situation in, political and economic se 8 112 
Socialism in_ 


Statistical assistance furnished by U.S. 8. R. to 
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Influence of, on Great Britain—Continued 
Steel mill proposal: Page 
By U.S. 8. R. on loan basis_ - -_ _. Fie 123, 527 
Under U. S. S. R. technical assistance. 88, 115, 122, 125 
Steel production in ge PS 122, 527 
Steel shortage in, support for, included in technical assistance program. 147 
Stock market manipulations i in, control needed_ Y 12] 
Strategic importance of__._._____._.___-_~- " ' 132 
Strategic materials imported from 122 
Strategic materials, imported from, negotiations involved in buying... 127 
Strategic materials industries, nationalization of, question of 127 
Strategic materials not shipped to Communist countries__._._..... 121, 123 
Study Mission to, publications given, concerning community punieee, 134 
Surplus agricultural commodities for, NS OS SE PD Fe EE 
Tata steel plant, enlargement of 122 
Taxes in, collection of, under Zamindar system. mae sind kt. ediecalilede 120 
Tax schedule of._._...__._.__-._--. : ws sa ei 516 
Technical + ecntb for: 
Amount of. ._...-- 139, 140, 142, 143 
Based on carry ing out Indian program - , : en 125 
Purposes of- deat ite 140, 143 
Technical and development assistance for, amount of - Paes OF 117 
Telengana, Communist attempt to take over, result of - _____.. 519-520 
Textile production of, increase of _ 91 
Threat of from Communists in north, awareness of people of 516-518 
Trade with Communist China_-_--_-_- duis i isla ta 121, 123, 514 
Trade with U. 8.8. R iat ee Sten ae 
Transfer of funds for, to Ceylon, question of pes At 137 
Transportation rehabilitation of, 1954 emphasis on_ - - - eee! Bt 
Understanding of, by United States _. ; —_ 
U nemployed i in, number of 
U.S. 8. R. technical assistance in 
United States aid to, role of, in development._- 
United States policy i in, success of 
United States program in, purposes of__._.___________--_---- 
Water dispute with Pakistan 4 126, -531- 532 
Water use in, traditional laws regarding - ___ 126 
Wheat to, use of, for monkeys, question of___- 
Zamindar system for collection of taxes . 
Indochina (see also Cambodia, Laos, and Vietnam). 
Surplus equipment in, redistribution of 
Indonesia: 
Aid to, amount of, in 1956 program 
Chinese in 
Communists in, number of 
Exchange of personnel with, by United States. 
Foreign minister of, communism of. 
Foreign policy of, independence of 
International Civil Aviation Organization in, accomplishme nts of _- 
tesources of Vara ¢ 
Sokarno, President, statement of, at Bandung Conference ..... 525-526 
Technical assistance to, objectives of________- 176, 182 
War of aggression in Molucea Islands and New Guinea, ‘question of _- 195 
World Health Organization in, accomplishments of ; pine 427 
Industrial development overseas, ‘through private enterprise, discussion 
BL A osieette Stl i _.. 621-629 
Information program endorsement of____--________- od : 158 
Infrastructure: 
Amount requested for obligation, fiscal year 1956 , ba 269 
Carryover in funds from fiscal year 1955 program ; ce . 269 
Construction under, responsibility of host nation 269 
Contracts for, procedure i a ; 269 
Cost of, total amount of_____- Re a 269 
Definition of ' 268 
Estimate for fiscal year 1956, breakdown of _- 270 
Estimate for fiscal year 1956, procedure in making_____- 269 
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Infrastructure—Continued 
Estimate for obligation, fiscal year 1956 
Funds for program of, 1956 
Programing of, under NATO 
Pounds sterling rate of conversion under 
United States contributions to, 1952 through 1954, and estimated to 
end of program 
United States percentage of cost in slices___.......___-__.________ 
United States share of costs, total amount of 
Institute of Inter-American Affairs, administrator of technical cooperation 
in Latin America 
Inter-American Conference, Tenth, endorsement of Organization of Amer- 
ican States by 305 
Inter-American military cooperation: 
Resolution on, adopted at fourth meeting of Consultation of Ministers 
OE Poreen Ame es ne at 308 
Inter-American Treaty of Ree iprocal Assistance: 
Principles of bilateral military agreements established by 8, 313 
Intergovernmental Committee for European Migration: 
Budget of 494 
Comparison of, with United Nations Refugee Fund 457 
Contributions, 1954, table on _ 490 
Estimated contributions: 
1955, table on : 49] 
1956, table on 492 
Funds for, jurisdiction of, under Judiciary Committee__________. 495 
Member governments of, number of 
Movement of migrants—comparative summary of, table on 493 
Program of, in Europe 488-489, 494 
Peree ee 26sec 2 BSCE ete takinn orate Gee oe ee ee 
Role of voluntary agencies in 
Technical assistance provided by ¢ 
United States contributions to, condition attached to 489, 494 
United States share of contributions to_-____-_-__- ga Reh lh 490 
International Cooperation Administration: 
Administration by: 
Of defense support 
Of economic assistance 
CE Dameee aie rene a5 ee oe LO eo Oe neat 
OF 1660 ama water your fendais) lobo. le) oe oe 
Of programs handled by civilian authorities of other countries__- 
Amount of new authorizations for 
Authority of Director of, under Department of State 
Consolidation of activities with Department of State, savings accom- 
plished by 
Director of, extent of administrative duties in mutual security pro- 


FOA functions transferred to__-__--- 
Hon. John B. Hollister appointed by President to administer 
Successor agency to Foreign Operations Administration 
Reduction of personnel in, without recourse to civil service regula- 
tions, reason for request for- 555-556 
International Development Advisory Board, report of, recommendations 
of, on United States contributions to U. Melucuuete Js ice “ _ 442 
International Finance yee 
Amount of capital of rd aes 102 
Plans for establishing 
International military headquarters. (See NATO, international military 
headquarters. ) 
International Organization for Strategic Trade Controls, Structure of, 


International relations, changes in 
Interregional expenses: 
Amount requested for 1956 
Definition of 
Statement on 
Investment guaranty program (Capehart amendment): Amendment pro- 
posed by Senate regarding, discussion of 








Iran: 
Aid to: 
Civilian economy of, on loan basis 
Future, limited to Export- Import Bank and International Bank_ 
Increase of 
Results of 
Communists outlawed in 
Defense and direct forces support funds for_________ 
Development program in, need for improving 
Economic development, improv ement of 
Military strength, improvement of 
Oil problem in, settlement of 
Political instability in, combatting of 
Situation in, improvement of 
Technical assistance: 
Amount for 1956 =e 
Effectiveness of , 299 
a eB Catt nal a li lg i a ale allie 287 
Traq: 
Aid to: 
No increase in 
Results of 
Arms to, in view of Israeli-Arab situation 
Communists outlawed in 
Defense pact with Turkey and Pakistan 
Food and Agriculture Organization in, accomplishments of 
Representative of, at Bandung Conference, statement of 
U.N. Educational, Scientific, and Cultural Organization in, accom- 
plishments of 
United States aid to, Israel’s attitude toward 
Iran, Greece, and Turkey: 
‘Defense support, amount for 1956 
Technical assistance for, amount for 1956 
Iron Curtain countries: 
Austria, U. 8. 8. R. Army removal from, possible results of, in 
Yugoslavia’s independence, possible results of, in 
Ismay, the Lord, Vice Chairman, North Atlantic Treaty Council, Secretary 
General of NATO 
Israel: 
Aid to, amounts of : 
Aid to, reduction of 103, 294, 446 
Aid to, results of 298 
Attitude of, toward defensive pacts among Arab nations.__.__._.-_- 293 
Border countries of, lack of military aid for 202 
Budget of, percentage eS EE a a Le ate 295 
Colonialism, attitude toward, demonstrated at Bandung Conference.. 284 
C omparison of per capita aid to, with India 137 
Conditions in, dis scussion of 598-613 
Defense agreements, lack of 
Development assistance, funds for 
Development assistance, reduction of, for fiscal year 1956 
Economy of, growth of 
Freedom of religion in, discussion of - 
German indemnity to, amount of 
International Labor Organization in, accomplishments of 
Jordan River Valley, development in, agreement sought on 


owe no -co'o 


7d 


288, 289, 297 
Military aid to, failure to give ss 4 16-417 


Military capabilities of, question of _ - 

Mutual security program in, success of 

Per capita aid to, amount we... : : 

Private contributions to, discussion of __ 606-607, 611-612 
Private contributions to, use of___.- 567-568 
Private contributions to, taxability * ie : 566-567 
Standards of living in, efforts to improve _-__ _- 284 
Technical assistance to_ 4 . 285 
Tension with Arab States delaying progress. 79 
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Israel and Arab States: Page 
Deelopment assistance, amount for 1956_- eee te <3 .. 290, 297, 295 

, Settlement of dispute between spdaliliads Raden enantlanl 293 

taly 
* Christian Democratic Party, gain of, in Sicilian election 
Communist minorities in_ __- 5] 
Communist Party in, signs of defeat of _- 95 
Deliveries to, under Richards amendment, limited to 1953 program __ 381, 382 
Effects of Richards amendment in -382 
Naples, headquarters of southern sector of SHAPE 152 
Women of, exchange visit of, criticism of____- 95 


95 


m 
Japan: 
Aid to, amount of, in 1956 program_ 
Aid to, use of 
Attitude of, on atom bomb_ ; 
Bilateral defense pact with, effect on, of loss of Asian te rritory- ‘ 
Capa ility of, to furnish spare parts_ 
Commun’sts in: 
Comparison of percentage of, with Indian and Indonesia_ 
Number of 
Defense support for, purpose of 
Economic aid for, explanation of lack of 
Economic development of, need for defense against Communist ag- 
gression 
Economy of, improvement of 
Forces of, United States aid to 
Gross national product of 
Industrial progress of 
Markets for, solution of desirable by Colombo plan countries 
Memter of Colombo plan 
Population of 
Private enterprise in, lack of utilization of 191 
Raw materials needed in, markets for 
Rearming of, attitude of people on 
Regional planning I he 5. Pink cnsene ek ne an deel aka 90-91 
Resources of 
Technical cooperxtion for, purpose of__-_____..-_-..------------- 
Textile market of, decrease of 
Threat to, of internal subversion and communism, results of 
Transfer of milit:ry equipment to, authority for, in present law 
Jernegan, John D., Devuty Assistent Secretary of State for Near Eastern, 
South Asian, and African Affairs: 
Statement of 
Jet fuel: 
Pipelines for NATO use, construction of 
Jet fighters: 
Provision of, for NATO 
Jet planes: 
Yugoslavia, question of wisdom of furnishing 
Johnson, Reuben, Assistant Coordinator of Legislative Services, National 
Farmers Union: 
Statement of 
Johnston, Eric, President’s special representative on United Jordan Valley 
development plan, progress made by____-_-_-_-_-- EPEAT GONE 288, 289, 297 
Joint Chiefs of Staff: 
Contacts of, before recommendations for major combat force objec- 


Force goals, illustrative programs portrayed 
Gen. Robert M. Cannon, Deputy for Military Assistance Program- 
ing, added to staff 
Steps taken by, in arriving at major combat force objectives 
Joint Commission for Rural Reconstruction, Formosa: ‘ 
Defense support for 181 
Technical cooperation support for 182 
Joint Commission for Rural Reconstruction, Philippines, proposal for_. 203-204 
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Joint Strategic Plans Committee, work by, in developing combat force Page 
objectives 
Jordan: 
Aid to, reults of 


8 , 
288, 289, 293, 297 

United Nations Technical Assistance Administration in, accomplish- 
ments of 428 


Jordan River Valley: 
Development of unified plan for, agreement sought on, with countries 
involved 284-285, 288, 289, 293, 297 
Water problems of, progress made in solution of 79 
Judiciary Committee; Intergovernmental Committee for European Migra- 
tion under jurisdiction of ___-_- HED al TES RM : ay Ay enh NY CE 495 


K 


Kersten amendment, funds remaining under- 

Khrushchev, Nikita S. (See U. 8.8. R.) 

Killen, James F., Director, United States Operations Mission, Yugoslavia, 
appearance before committee, accompanying Hon. James W. Riddle- 
berger, Ambassador to Yugoslavia 

Korea: 

Administrative costs in 

Administrative expenses in, transferred from Army bud get to MDAP- 
Aid to, amount of, in 1956 program 

Aid to, necessity of 

Bilateral defense pact with, effect on, of loss of portion of Asia__- 
Capital investment for financing of, under defense support 
Commodities for, financing of, under defense ee Sot 
Communist threat to, from North Korea. __- 
Cost of program ino 2S * 5 Soo 
Defense support in, breakdown of - 


Defensive strength ‘of, necessity to maintain at. present level 


Deliveries for 
Direct forces support for____....__---_- 
tconomy of, burden on, by maintenance of defense forces. 
Fertilizer factory in, financing of, under defense support____- 
Forces of, ground divisions on active duty 
Forces of, need for aid for___..-._-~-- 
Industrial equipment for, financing of, under defense support “yey 
Invasion of, by Communist forces from north, possibility of 
Nonmilitary aid for é 
Powerplant, thermal, in, financing under defense support . 
President’s Fund for Asian Economic eT ena aid to defense 
support effort under 
Private enterprise in, aid to, for encouragement of _- 
Railway facilities in, ‘financing of, under defense support 
Rehabilitation of, since cease-fire, progress in oe 
tequirements of, obtainable in, no provision for 
Resources of 
UNKRA assistance to private enterprise in 
Korea, North: 
C ommunist troops in, number of 
Forces of, buildup of ‘ground and air 
Korean war: 
Adverse effects of, on U. S. 8. R__- 
Cost of: 
Compared with MDAP program 
For military 
I'ffeets of, on NATO__ 
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Laos (see also Indochina): 
Aid to, direct. 


Direct forces support to armed forces of __ 
Funds for 
Importance of, to United States security _ 
Population of__- 
Revenues available in 
Threat to: 
By Pathet Lao, Viet Minh game ak Communist 
By Vietnam Communists __ tapi <feaga- k 
Laos, Cambodia, and Vietnam: 
Aid to, amount of, in 1956 program__ 
Defense support in, breakdown of 
Direct forces support for, amount of _ - 
Military programs in 
Latin America: 
Aid to, under President’s contingency fund_ _. 303, 308, 32 
Banking system in, conservatism in, question of ___ 
Coffee prices in, chart on______________ mtd 
Commerce between countries of - _ __ 
Commodities from, chart on P 
Community planning and dev elopment in, provi: ision for_- 
Coordination in, between U. N. expanded technical assistance pro- 
gram and U nited States technical assistance program 
Cost of living index, chart on id akee a : 
Development assistance: 
Additional requirements for, increase of funds by Senate__-__- 
Amount for 1956 so. ae 303, 305, 308; 
Countries receiving : 
Increase in, approval of, by Bureau of Budget 
Purposes of 
Credit system in, need for 
Dollar exchange earnings in 
Economic development of: 
Magnitude of task 
Through World Bank and Export-Import Bank loans 
Economic importance of, to United States - 
Economy of, overall situation 
Export-Import Bank loans in 
Exports, percentages of products, chart on_ 
Exports.to, percentage of United States _ 
Free rates of exchange, chart on 3 
Grant aid to, lack of desire for ninnvem ea n'tie<e ee 
GNP compared with United States, chart on___ 3 
Guaranty contracts completed in___.._________. 
Guaranty investment prozram with, increase of, question ‘of. 
High interest rates in 
Highways and electric power of, compared with United States_____- 
Highway mileage compared with United States, chart on 
Illiteracy rate in 
Imports and exports from, chart on 
International Finance Corporation, substitution of regional planning 
for, question of 
Inv estment guaranty agreements with__ 3 
Investments in, reinvested earnings of, chart on 
Loans to: 
Desire for, over grant aid__ _- 314, 318, 33: 
Repayment record of 
Main foreign supplier and market of United States, chart on 
Military agreements with countries of_- 
Military assistance program in, purpose * dein 307-308, 31: 
MDAP administrative expenses reduced in 2: 


MDAP aid for, explanation of_._._.______- 
Organization of American States technical cooperation program in 





INDEX 


Latin America—Continued 
Organization of American States technical cooperation. program, par- 
ticipation in, by countries of _ _- 
Organization of American States technical cooperation program in, 
status of contributions, table on 
Per capita income of, compared with United States _- 
Physicians per 100,000 persotis, comparison of, with United States 


Point 4 program in, success of 79, 314, 


Population of, in comparison with United States 

Population, size and GNP, chart on- 

Power production in 1953, compared with United States, chart on 
Primary school teachers compared with United States, chart on 


Private investment in 102, 


Private investment in: 
Amount of United States_ 
Compared with 

Private investment in United States, chart on 

Rate of investment, compared with United States, chart on 

Regional planning program for, question of _ _- 

Report on, by Dr. Milton Eisenhower, United States foreign policy 

influenced by 


325 
334 
354 
315 
333 
350 
354 
354 
349 


a ee ee second) eh O20 


Situation in___ ce 4 . 317-318 


Size of, in comparison with United States__ 
Study mission to, by committee members, good will created. by. 
Technical cooperation in: 


333 
340 


Activities of Sais ee : _.... 79-80, 336 


Amount for 1956 303, 308, 333 


Contract of British Guiana under, with Univers sit} of Mary land _ 
Importance of university contracts in__ 
Increase of ____- Carnie tee i agile gh aie ena 
Institute of Inter-American Affairs, Administrator of ._- 
Methods of program decease ion 
Objectives of. is 
Principles follow ed in n conducting _ -- sua 
Recommendation for increase of 
Results of 
Training grants provided in_ 
Training under, by U niversity of Puerto Rico- 
Work by general servicio of Surinam in 
Technical cooperation program: 
Fiscal years 1955 and 1956, chart on_ ; 
Funds, fiscal year 1956, by countries, chart on___- 
History of 
Importance of_- 
Participation in, “by countries of __ 
Technical cooperation projects in, programed contributions to, chart on 
Technical training in United States and third countries, chart on-_ 
Tin prices, chart on_ ea 
Trade with United States, chart on 
United States: 
Bilateral military agreements, countries participating ; 
Contribution to technical cooperation program of Organization 
of American States, amount of Sere derse a's 
Exports to, chart on 
Grants and loans to, chart on_____-__- 
Imports, percentage of, from_-___....--_-.._--- 
Private assistance to, chart on 
Trade with, improvement of, through technical aid_ 
Lead time: 
For aircraft. __----- 
Explanation of - -_- : ’ 
Items under, authorization requested for, in 1956 program phasis aimiare Z 
Justification’ Of, in: DEDPAT < 23.2 23 
Necessity for, in carrying out program bits 


Be 36 


364 
366 
356 
343 


308 
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Lebanon: 
Aid to, results of 
Jordan River Valley, development in, agreement sought on 


Litani River, project in, development of 
Technical assistance in, success of 
Leigh, Monroe, Assistant General Counsel, Interaational Affairs, Depart- 
ment of Defense: 
ES i IS AS SIR PR en, 2 epee .- 243, 257 
Liberia (see also Africa): 
Technical assistance to, continuation of 
Libya (see also Africa): 
Aid to, results of 
Development assistance for marginal economy of 
Military base rights agreement with, development assistance granted, 
following 
Technical assistance to, continuation of 
United States base facilities agreement, settlement of 
Litani River project (Lebanon): 
Development of, under technical assistance 
Loans: 
Administration of, by Export-Import Bank 
Amount of, in 1955 program 
da a a ee ate i eee enh li 
Comparison of terms of, with <xport-Import Bank loans 
Effect of mandatory percentage of, on negotiations 9] 
Exparsion of, over grants oma eS 91 
Inclusion in mutual security program, recommendation for___.__._.. 536-538 
Iran, for civilian economy of 
South American, repayment record of 
Terms of, approved by National Advisory Committee on Interna- 
tional Monetary Policy of the United States 
Small: 
Use of counterpart for 
Status of 
Lodge, Hon. Henry Cabot, Jr., United States Representative to the U. N., 
letter from, supporting 18-month request for appropriations__----__ 430-431 
Long lead-time item: 
Definition of 
Look magazine: 
Article in, regarding radar irstallatiors, ciscussion of 
Lord, Mrs. Oswald B., United States Representative on the Commission 
on Human Rights, letter from, on U. N. Refugee Fund___-______--_-- 
Luxford, Ansel F., of the law firm of Pehle, Lesser, Mann, Riemer & 
Luxford: 
Statement of 
Lynn, John C., legislative director, American Farm Bureau Federation, 
statement submitted by 


McCahon, William, Voluntary Foreign Aid Division, FOA: statement of __ 
McCormack, Hon. John W., majovity leader, resolution on colonialism 
introduced by, endorsement of 
McIntosh, Hon. Dempster, Ambassador to Uruguay, commendation of _ -- 
Maintenance and spare parts, estimated for 
Major Combat Force Objectives. (See Combat force objectives.) 
Malaya: 
Australian responsibility in, agreement with Great Britain on 
RRP SSR To EES ET ween ee IS DESC Hoey RS Cie 
Communists in, number of_----_--_- a Leweceutasetascckeuaieee. 
Resounses of)... 2-22.22: ~<<.-<-- 
Malta, Headquarters, Mediterranean Command of SHAPE 
Manila Pact: 
Adherence of Pakistan to 
Charter of, United States policy on colonialism set out in 
Defense avainst communism 
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Manila Pact—Continued 

Effect on, of loss of free Asian territory 

Thailand, international responsibilities assumed by, under, evidence 

of importance 
Manpower, technical, comparison of Unite1 States and U. 8. 8. R 
Mao Tse-tung, leadership of, in Communist China 
Marine insurance: 

Discussion of 

Senate amendment on, discussion of 
Marshall plan: 

Result’in Europe, chart on 

Success of, depencent on OEEC_-_...___....___--__.___-_-___- 
Marshall-pian countries, cessation of economic aid to 
Material, annual averave Celivered 
Matsu and Quemoy, military aid to, by Nationalist China (Form osa) - 

Mekong River watershed, illustrative project for President’s fund for Asian 
economic cevelopment. os See iees cess 

Menon, V. K. Krishna, of India, discussion regarding 

Merchant, Hon. Livingston Ts Assistant Secretary of State for fis cate 
Affairs, statement of au 

Midcle East: 

Cara'ility of, to furnish spare parts_-_-___- — : 

Colonialism in, importance of = 3 101 

Countries of, reveiving aid________..___-__-_- i 202 

Funds requeste1 I Sin Ree a Se 3 

Lack of coordination between U. N. technical assistance program 

and United States technical assistance program, eM of 450 

MDAP administrative expenses increased in- i SSN LA sain bd 259 

Migrant: ‘ 
Definition of Betts : 496 
Funds for, included in program 80 
Military atvisory groups, participation by, in ‘planning for FOA 223 
Military ait: 

Administration of, by Devartment of Defense__- Pedte,s = 100 

Amount requested for 1956_______. gece SO sd 29, 37, 38 

Authorization for, on no-year basis, request for justific ation of.___ 562-563 

Composition of 223 

Opposition to - 765-769 

Reduction of: ' 

To countries not alined with free world, question of 
To Middle East, question of_ __ _ ble ses 42 

Support of 2 714-715, 732 

Transfer from funcs for to FOA-surerv isel activities. ________ | 

Transfer of, from FOA to Defense Der artment 
Military aid program: 

Budget of, not included in Department of Defense budget 

Contributions by allied nations under_ __- 

Eligible for Department of Defense budget _ - 

Nevessity for continuing strength of______ __ 

Strength generated by, decreases Department ‘of Defense require- 
239-240 
United States contributions under, to maintain free world balance___ 240 
Military assistance alvisory group (MAAG), estimates of, as base for 

direst forces support for country 
Military assistance advisory groups: 
Responsibilities of, in arriving at major combat force objectives___- 254 
Responsibilities of: 
In determining Army training ammunition and spare parts 
requirements 264, 265 
In determining maintenance and spare parts requirements__.._.._ 261 
Supervision by, of direct forces support and defense assistance, date of 
assuming 
Military assistance compared with defense support 
Military defense support, recommendation for inclusion in Defense 
budget 12, 37, 43 
Military facilities, in Spain, cost and construction of, to be paid from local 
currency generated i in 
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Military headquarters, international, provisions for support of, in new Page 

mutual security legislation 17] 
Military-defense support, funds requested for in 1956 program. __.- 9 
Military planning key to, in United States foreign policy 254 
Military Reserve program, provisions in, for service prior to college 

training 248 
Molucca Islands, war with Indonesia, question of 195 
Monkeys, importation of, from India, importance of 121, 131-132 
Morocco, UNICEF trachoma control program in 470-471 
Morse, Peter, Office of the General Counsel, FOA, statement of 404, 556 
Moyer, Raymond T., Regional Director, Office of Far Eastern Operations, 

FOA, statement by 
Murphy, John, Coniroiler, Foreign Operations Administration, statement 

of 


Mutual Defense Aaiebanee Control Act: 
Administration of 
Agencies participating in 
Amount requested for 1956 
_Control of strategic materials under, discussion of 575-578 
Increased enforcement of 
Items under control, review of, by Economic Defense Advisory 
el Roti selina ie atin) sade eee) ut. Bo eall _ §52~553 
Purposes of : teers tee 550 
Mutual defense assistance program: 
Accessorial costs: 
Amounts since beginning of program 
Categories of 
Increase in, in 1956 program 
Total estimate for fiscal 1956_- 
Additional requirements, amount requested for 1956 
Administration of, by Department of Defense 
Administrative expenses: 
Amount paid from MDAP funds since 1951 
Estimate for, based on 1955 experiences 
Fiscal 1955 ceiling on, under MDAP appropriation statutes, 
amount of 


Korea transferred from Army budget 
Military department’s share... ...........-.------ cb. secue 
No previous provision for 
Obligations for, 1955 
Percentage of, charged against MDAP funds 
Portion of, paid by MAAG country contributions 
Provision in, for carrying out previously authorized programs_- -- 
Reductions and increases in authorization 259 
Administrative funds :for, use of 216 
Agreements under which carried out 30 
Aid to, French Expeditionary and Associated Forces withdrawn 249 
Air Force maintenance and spare part requirements, explanation of. 266-267 
Air Force training ammunition requirements, explanation of 266-267 
Ammunition, t~aining, fiscal year 1956 requirements for, explanation - 
Amount requested for 1956 
Appropriation for 1957, necessity for larger. ._..............-.---. 
Appropriations for, effect, break in, on United States foreign policy. 215, aT 
Approximate annual expenditures ‘of 38 
Maintenance and spare parts: Army requirements for, in fiseal 1956._... 264 
Mutual defense assistance program: 
Army training ammunition and spare parts requirements, explana- 
tion of 4, 265 
Authorizations, new. absence of, in 1956 program, results of __ 218 
Authorizations, new, justification for request for____ -- - 209, 211, 215-219 
Budget estimates: 
Categories of... _- . ssrenhadarinemed « inci. «ese eels 219 
Test check on__-_- mice .. 216-219 
Unexpended balances, Bureau of Budget approv a Gent ai. cniahtie 218 


Carryover necessary at end of 1956 osstn 215 
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INDEX 


Mutual defense assistance program—Continued 
Chart of development of 1957 program, study of, by committee 
members in visit to Pentagon 
Combat force objectives of: 
Factors considered in arriving at 
Organizations developing 
Commitments: 
International headquarters, amount of _- 
NATO— International military headquarters, total estimate for 
fiscal year 1956 
Cost of maintaining allied troops compared with cost of United States 
troops_ 
Countries of, soldiers of, cost of maintaining compared with U nited 


States soldier 242-243 


Deliveries under: 
Administrative funds necessary for, 1956_ _- 
In 1958, cessation of, in event no new authorizations in 1956 
Emergency tund for, consideration requested for 
End items in__-__- peed. eee RL. 
Equipment delivered under, administrative funds necessary for, 
maintenance of_ ; : F 
Existing programs of: 
Approved by military authorities, Committee on Foreign Affairs 
and Congress 
Results of modification of_- 
Facilities assistance program: 
Amount unobligated from 1955 program___.- 278, 
Ammunition production capacity, priority given to 
Appropriations and obligations, 1954 and 1955 
Estimate for fiscal 1956 
Financing of facilities in foreign countries on joint-venture basis, 
explanation of 
Military equipment productive capacity, nee .d for in Far East- 
Potential fiscal year 1956 usLY 


216 
218 
216 
221 


216 


2 
218 
279 
279 
279 
27! 


279 


280 


280 


Spare parts for equipment, increase of productive facilities for__ ave, 280 


Fiscal year 1956 estimate for gov eae 
Fiscal 1956 requests for, amount of 
Fiscal year 1956, table on 


214 
213 


Flexibility in, necessity for , L! 275-276 


Funds for: 


Amount to be spent in 1956 219, 769 


Appropriation of, to the President 
Authority for allocation of, explanation of 
On country program basis, explanation of 


226 
226 


195 


Justification for _____. 211, 215-219 


Restriction of use of, until determination of requirements, ques- 


Tests made to determine if conservative 
Funds for, transferability of 
Illustrative programs for, necessity for flexibility in 
International military headquarters, administrative funds for__ 
Justification of 
Maintenance of military strength by, outside the United States, ex- 
penditures for 
Maintenance and spare parts: 
Amount estimated for 
Estimate of requirements for, breakdown of________.___-__- 
Estimate of requirements for, commitments to allies_____-___-- 
Maintenance and spare parts, estimate of requirements for, pro- 


cedure in_ ; Hs. J2"86a, 


Military assistance commitments, country ‘breakdown of____- 

Mutual weapons development program. Sec Mutual weapons de- 
velopment program.) 

Navy requirements for maintenance and spare parts, explanation of. 265 

No-year basis authorization requested for, justification of 

Obligational authority for, necessity for new 


632 45—55 54 


31 


261 


, 262 


261 


265 
221 


266 
563 
193 
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Mutual defense assistance program—Continued 

Packing, handling, crating, and transportation, (accessional costs), 
total estimate for fiscal 1956 

Percentage of annual expenditures for operating expenses 

Planning for, study of, made by committee members in visit to 
Pentagon--_-__--___- 

Procurement items, recorder lead time for, explanation of 

Programs and accomplishments, Near East, Africa, and South Asia, 


Programs and accomplishments by area, 1950-55__ _ -_- see = 
Reduction of, result of, on expenditures of allies, question of. 
tesults obtained by- 7 ; LW Se 240-241 
Spare parts: 
Commitments for, amount of___- 
Financial responsibility for, transfer of, to re cipie nt countries, 
memorandum on 262 
Study by, of materiels in various : countries to determine needs_. o-. ane 
Training: 
Air Force program, estimate for 1956_- 
Army program, estimate for 1956 
Navy program, estimate for 1956 
"TD VRAP URINE NI I nc se ew re tani rt th wet we -...... 268, 282, 283 
Unexpended balances: 
End of fiscal 1955, sufficient for fiscal and operating needs- - - - - - 217 
Explanation of__-____--._-_-- 
Flexibility in 
SE ee ee soi .boleuldoortueeul4. 
Obligation of 
On hand 
Unfunded excess of programs over fund availability in 1955, amount of_ 
Unobligated balances for, June 30, 1955 
Mutual security program: 
Concept underlying 
Continuation of, justification for 
Contributions by, to United States economy 
Development of, through consultations of Departments of State and 
Defense, and FOA 
Expenditures beyond continental limits of United States authority re- 
quested for 
Fiscal year 1956 program by function, chart on 
Inclusion of loans in, recommendation for 
Justification 50-54, 167-171, 245, 246 
Justification of, to be presented by FOA 149 
Loans under, status of. SOUR Seu c oud SEL WRU pod Lees 559-560 
Military aid ‘under, eligible for Department of Defense budget 
Mutual security program: 
NATO attainment under 
Nonregional programs of 
“‘No-year” provision for funds for, written in law by Foreign Affairs 
Committee 
Permanency of 
President’s recommendations on, provisions for modification included 
in 
Procedure of presentation to Appropriations Committee 
ine ny in new bill for 
Purpose of, stated in message of President Eisenhower 
Reduction i in, recommended by Hoover Commission report 
Reorganization of, explanation of 
Three categories of 
we security legislation: Waiver authority in, request for restoration 


Matuai Security Act of 1951: Authority in, for allocation of aid funds to 
Department of Defense 





Mutual Security Act of 1954: 

Authority in, giving Secretary of Defense responsibility for military 
Gti se nine wee cere carbaetidibitnaeneeiedtswdcismendadtisio 

Provisions in, for mutual weapons develop:rent program 
Section 121, appropriation in, for Southeast Asia and Western Pacific__ 

Mutual special weapons program (see Mutual weapons development pro- 
an): 

 dveatoans of, to United States military strength. 

Agree:rents under, negotiation of 
Airount obligated for, to date 
Amount requested for 1956 prograyn_____......__---------------- 
Authorizations for, amount of 
Availability of, for United States forces 
Breakdown on costs of, question of 
Development of, history of 
Financing by, of European- wide research on radar installations 
Object of 
Personnel responsible for, in Departu ent of Defense 
Provisions for, 1954 and 1955 
Reco “mended projects for, cost of 
Scientific capability available for 


Narain, Jayprakash, head of Socialist Party in India: Possible successor of 
Prine Minister Nehru 
Nasser, Gamal Abdel, Pre rier of Egypt: 
Invitation by, to Afro-Asian Conference’to eet in Gairo 
Leadership of, at Bandung Conference 
National Advisory Committee on International Monetary Policy of the 
United States, approval by, of FOA loans__----- ie 
National Security Council: 
Consideration by, of cold war policies _ _- _- 
Foreign policy set forth by, and President _- 
NATO. (See North Atlantic Treaty Organization.) 
Near East: 
Aid to, categories of ‘eather 
Conditions in, improvement of, discussion of- --+-----. 598-613 
Defense support for, amount wa eilipll 4 227 
Defensive pacts among nations of___-_-_--_ 
Greece and Turkey included in, for training ammunition requirements. | 265 
Greece, Turkey, and Iran, defensive strength of, emphasis on main- 
taining 
Military assistance program in, in advance of Arab-Israel | peace, ques- 
tion of wisdom of ; 416, 418 
Oil resources in__---.---.--- ¢ : 284 
Technical assistance in, effectiveness of __ 294 
Near East and Africa: 
Aid to, total amount for 1956 
Communism in, rejection of 
Nonmilitary funds for, amount requested for 1956_- . 
Nonmutual defense assistance program, funds hs cen scendik eerie 
Situation in 
Strategic importance of area 
Technical assistance to, amount of 97, 298 
Unexpended mutual defense assistance proaram, f funds for....<.... 200 
United States objectives in_ Hs we, Sah AE 297 
Near East, Africa, and South Asia: 
Deliveries for, explanation of __--- -- ee adie de 207 
Mutual defense assistance program for, 1950-55, » Programs and accom- 
plishments of Se 207 
Nehru, Jawahara, Prime Minister of India: 
Attitude of, toward United States .. 521-523 
Position taken with Communist regime, awareness of people * sdeaehd 518 
nen ne ne cap atoanegemce tas ceery 527-528 


287 
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Nepal: 
Aid to, purposes for 141 
Communist subversion in, resistance of_-_ 

Development assistance program for, type of __-_-- -- 

Development and technical assistance, amount of _- 

Geological explorations uncertaken in 

Military program for, question of _- 

Physieal description of ___-_-_~_- 

Population of —T 

Situation in_ 

Technical cooperation for, amount of _. 
Neutralism: 

Aid to countries maintaining. - 

Endorsement of, by United States, question of 
New Guinea, war with Indonesia, question of 
Newsom, Herschel D., Master, the National Grange, letter and statement 

from - ~ gh 65 

New Zealand: 

Contributing member of Colombo Plan 

Economic aid to south Asia by 
Nicaragua: 

(See also Latin America.) 

Lack of coordination between U. N. technical assistance program and 

United States technical assistance program, question of_____- ‘ 

United States bilateral military agreement concluded with. __ 
Nonmilitary funds, for Near East and Africa, amount requested for 1956__ 
Nonregional programs, funds requested for, for 1956_ _ - 
North Atlantic Treaty Organization (NATO): 

Achievement of, on collective security - : 

Aemission of Spain to, State Department attitude on 


Page 


» 145 


14] 
113 


, 145 


145 
276 
14] 
141 
137 
137 

99 

93 
195 
657 


145 


449 
308 
79 


3 


171 


one, 46-17 


Admission of Federal Republic of Cermany to 369-370. 


Admission of Federal Republic of Germany to, U. 8. 8. R. efforts to 


prevent 155 


Aircraft, progress in production of, since 1951 
Airfields, financing of, ratio for each country 
Airfields, number of 
Airfields, progress in 
Air Force, offensive powers of 
Ammunition for forces of, situation on 
Amount spent by nations of, for military strength. __-_....-.-_--_-- 
Armed forces, size and cost of, compared to United States Military 
Establishment 
Artillery for forces of, provision of 
Cessation of economic aid to countries of 
Civilian headquarters: 
Budget of, permanent authorization for 
Location of 
United States contribution to, amount requested for 
Collective security, attitude of ne ee 
Communication lines of 
Communications system, new 
Communism, attitude on, of countries of 
Cost of, to NINN Sao Siena 


, 168 


166 


Counterpart in, countries of, status of 388- 389 


Countries: 
Aid to from past appropriations_-_-_-_-_-.._--.----.---- 
Capabilities of, to furnish spare parts.____....--.----------.«- 
Overrunning of, prevention of, in time of war 

Defensive capabilities of 

Effects of Korean war on- 

Electronic equipment, progress in production of, since 1951 

Equipment: 
Heavy, progress in production of, since 1951 
Effectiveness of program 
Standardization problem of . 

European members of, defense budgets of ___- 

European scientific resources of, cortribution of 


569 
258 
169 
169 


—158 


166 


166 
170 
162 
170 
273 
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North Atlantic Treaty Organization—Continued Page 
Factor in change of U. 8. 8. R. policies____- i acee 168 
Infrastructure: 

Amount requested for obligation, fiscal year 1956__..___.__- 269 
Attainments of program athe 170 
Carryover in funds from fiseal year 1956 program , 269 
Consideration given, in MDAP programing. -__--_- ' baad 216 
Construetion under, ’ responsibility of host nation _- » eich 269 
Contracts for, procedure i as : 269 
Cost of, total amount of ‘ 58, 269 
Definition of ; 268 
Fstimate for fiscal year 1956, breakdown of______-_-__- : , 270 
Estimates for fiscal year 1956, procedure in____ ee 269 
Pounds sterling rate of conversion __-___ -- ' 269 
PROGINS CB, oni nn 5+ ~ cero wen 4s 4 — 269 
Provisions for program, in mutual security legislation __- 171 
United States contributions to, 1952 through 19: 94, and estimated 
to end of program saad Satdih ~decath 270 
United States percentage of cost. in slices aioe | ania i 268 
United States share of costs, total amount of “et pee 269 
International military headquarters: 
Accounts of, how handled _--_-____._.---_-- - seo mane 282 
Budgets for, how prepared ___- 281-282 
Commitments for______ ~~ 280 
Estimated United States contribution to, fiscal year 1956, amount 
of poo . scum 282 
France’s percentage of financing : 281 
Great Britain’s percentage of financing far? 281 
United States civilians assigned to, payment of costs of ; 281 
United States contribution to, character of __- 281 
United States military personnel assigned to, payment of costs of 281 
United States percentage of financing. 281 
International staff of, under command of Lord Ismay, Secretary- 
General 151 
Integration of forces of, § success of ______ ‘ 162 
Jet fighters for- wanes ; , 170 
Jet fuel, pipelines for, construction of 157 
Lord Ismay, Vice Chairman, North Atlantie Treaty Council, 
Secretary-General of peas ; 151 
Meeting of Council, in Paris_- " 1 
Meetings of, frequency of_______- 151 
Military aircraft for_- 169-170 
Military assistance to, by United States deterrent against communism 53 
Military strength of, to defeat enemy 169 
Mission of, twofold ____- 169 
Mutual security program in, attainments of ; 170 
Naval forces of, growth of ____._________. 170 
Number of people under-____- y 158 
Objectives, attainment of today, ‘compared with year ago : 161 
Organizational command of_- nett BE s : 280 
Peace attained through nts i : Phi =F: 169 
Perkins, Ambassador, George W., United States Permanent Repre- 
sentative to North Atlantic Treaty Council ____ 5 see. 151 
Pipeline system for jet fuel distribution_________ LS ee. 170 
Pipelines, method of construction_ E ote ; 164 
Pipelines, protection of, in event of war____ : 159 
Possible results to, of visit of Chancellor Adenauer to Russia___ 158 
Primary objective of Boos ” dines 168 
Production facilities of: 
In time of war Be 166 
Progress in, since 1951 : a 166 
Progress mate by allies ras wet a 168 
Representative of, from each country at 151 
Shipbuilding, progress in production wenn TORR 2 CS 166 
Ships for navies of, provision for ‘ 170 
Spain, admission to, question of- 2 hai | 5 pis 166 
Standardization program of, success of _ _- ant 161-162 
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North Atlantic Treaty Organization—Continued 

Success of 

Tanks for forces of, provision of 

Three commands of 

Training of forces of in equipment use 

Unite States policy in countries of, suecess of 

West Germany forces aide to strength of 

Wright, Adm. Gerauld, United States Navy, Supreme Allied Com- 
mander, Atlantic 

Council, decision of, for use of atomic weapons 

Parliamentary conference, congressional delegates to attend, endorse- 


Norway: 
Counterpart available in, June 30, 1955 
North Atlantic Treaty Organization Parliamentary Conference, 
congressional delevation to attend, sponsore? by 
Oslo, heaiquarters of northern se:tor of SHAPE 
Nufer, Hon. Albert, Ambassa‘tor to Argentina, reports from 


Nuremberg Conferences, prediction of, by Hon. Claude Bowers, former 
Ambassador to Spain 20 


“Obligation,” definition, new, funds lost under ___- _.. 208, 213-215, 271 
Obligations: 


Termination of, in MDAP program, if funds for operation not 


Termination of, expenses of 
Obligational authority, new in 1956 program 
Obsoleszence of equipment, for military, question of 
Ocean freight: 
Funds requested for, compared with amount of surplus agricultural 
commodities to be s»ippe}, memorandum on 
Honduras, surplus agricultural commodities to 
Payment of, on shinme>ts to East, question of 
Shinment of surplus agricultural commodities, amount of funds for 
1956 
Shioment of surplus a7ricultural commodities, funding of, methods of- 
Voluntary azencies, fun’s for, included in program 
Voluntary azencies’ shipments of relief supplies abroad, amount’ for 
1956 __. 
OEEC. (See Orzanization of Eurorean Economic Cooperation.) 
Office of Coordination Board, consideration by, of cold-war policies _ - 
Offshore procurement: 
Allocation of, determination of, by competitive bidding _______- 232 
Amount of foreizn aid srent for ‘ 64 
Contra*ts plate? for, in NATO countries, Spain, and Y ugoslavia _ ie. 234 
Countries manufa*turing, amounts of each, question of_._.._.._._._._... 282 
Delays in, oceasionei by competitive bidding. . aerg te gout 2) 232 
Diszussion of ‘3 614-621 
Europe, amount spent for, in 1955 st 229 
Offshore procurement: 
Europe, end results of, difficulties encountered in____. _____ 230, 770 
Facilities assistance program under 229 
Far East, amount spent for, in 1955 229 
Machinery supplied to contracting country, necessity of, que stion of.. 230 
Primary purpose of dicatz mf «233 
Procurement criteria for, plea to strike ; 233 
Screening of, against surplus labor distrists in United States....... 708 
Total amount spent for 
Switzerland: 
Amount of__ 
Question of, in view of neutrality 
Ultimate objective i in 
Utilization of, for establishing businesses. __..........-___- 





Okinawans: 
Immigration of, to Bolivia: 
Funds for, ‘memorandum on, submitted by FOA 
Results of 1955 program__________.__--____-._- Buses SSS ese 
Oklalfioma, stage show, success of, in Paris 
Operating expenses, new authorizations for 
Operation Brotherhood, program of, for Far East 
Operation Reindeer: 
Criticism of 
Political affiliation of participants 
Organization of American States: 
Composition of 
Technical cooperation program: 
Objectives of 
Status of contributions, chart on 
Organizaticn of European Economic Cooperation: 
Cor mittee, meeting of, to be attended by Hon. 


Eurcpean Productivity Agency establish ed by- 
Marshall plan success dependent on 
Technical exchange program for: 
and itee 8 sola St a to) eee cee eee es) Bees ere 
Justification of 
Overseas private investment in Belgian Congo, opportunities for _- 


P 


Pacific Charter, declaration of President Eisenhower and Sir Winston 
Churchill, affirming end of colonialism, extract from ___ _... 481-482 
Packing, handling, crating, and transportation, Mutual Defense Assistance 
program total estimate for fiscal 1956 Sa 
Pakistan: 
Adequate defense force favored by owen es Wied 
Adherence of, to Manila Pact_________-_- ea ona ielatss tape to tesa 
Agreement with India, prospects for 
Agricultural commodity programs in, amount of 
Aid to: 
As friend of United States. ._..........--.s.-.--..-- sie 
Amount of 
Border, Indian troops located on------------.--------------- 
Commodity assistance for, in defense support program Pein I re ot 
Communists in, number of 
Comparison of per capita aid to, with India 
Consumer goods recommended for, amount of______-_-__- 
Defense pact with Turkey 
Defense pact with Turkey and Iraq 
Defense potential of, strengthened a aid eaees. ‘ 
Defense support for, amount of ia an 139, 140, “142, 143 
Democratic form of government in__--_- , wiipas iia 112 
Development program in, difficulties in ‘maintaining_- Mancina NE 
Direct forces support for: 
| DRE da is mites 2 140, 142, 143 
kn sanenee ivnneew, 140, 144 
Direct military assistance for, in 1956 program - ; — 150 
Eeonomic aid to, amount of __ . at ; 137 
Economie collapse of _- ; ei 144 
Economic dev elopment it in, \, desire for, “by Government... __-_.- 140, 144 
Economic handicaps of __- mas hE BHO 140, 144 
Economic situation in, difficulties of - Se ree ree 113 
Educational institutions in, contracts between, and United States 
universities ws 
Emergency aid for flood disaster in _- 
Food and Agriculture Organization in, accomplishme ants of___- 
Ford Foundation in 
Foreign exchange shortage in . 
FOA economic mission to, recommendations of, effects of ___- .. 140, 144 
PAE BN ask lancneie ney wil tte sasa5s2 te [ 5 
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Pakistan—Continued Page 
Hypothetical case presented on, to justify carryover_ 86 
Imports of, reduction of, from 1952 to 1954 140, 144 
Industrial investment bank, establishment of, supported by 1956 pro- 


Inflationary tendencies in, curbing of 

Irrigation developments, desire for 

Karachi, Afghanistan’s seaport for free world trade 

Mutual defense assistance agreement concluded with Turkey__-____-- ‘ 

Mutual defense assistance agreement concluded with United States_. 11: 

Private capital development, encouragement of, by 1956 program___. — 140 

Opposition to Communist imperialism_--__-----------.~-- a 140 

Relations with Afghanistan, improvement desired ___- _- Muga: | 445 

Situation with Afghanistan, effects of 

Situation with India, aggravation of, by aid to India, question of_._._ 120 

Situation in, political and economic rea, eT SE 

Technical assistance for, amount of_----_--- Maat. Si sti. .. 140, 142 

Technical assistance offered by U. 8. 8. R oul 123 

Technical cooperation program in, purposes of_____._-_....-.--.. 140, 144 

Water dispute with India_________-~_- igeyreiye rear essul. 21.4 5) 1 81-832 
Palestine refugees (see also Arab refugees): 

Assistance for, funds for 79, 201, 284, 288-291 
Palestine Refugee Relief Organization (U. N. Relief and Works Agency for 

Palestine Refugees) aid to, amount of 

Paley report. (See President’s Materials Policy Commission report.): 

Comparison of, with raw materials chart on Asian arc 
Panmunjom, talks at, development of atom bomb by U.5. 58. R., during_- 
Paris accords, Soviet policy reversed on ae : 
Pathet Lao movement, threat by, to: 


Thailand hl ne lg 
Paul, Norman 8., Deputy Director for Congressional Relations, FOA: 
Statement of 123, 419, 542, 671 
Statement of, for record _.. 544, 545, 551 
Peace, attainment of, through NATO 169 
Pendar, Kenneth, Tangier, Morocco, letter from 635-636 
Perkins, Ambassador George W., United States permanent representative 
to North Atlantic Treaty Council 
Persian Gulf, oil resources near 
seg ata technical, as of February 28, 1955, chart on 
eru: 
Investment guaranty agreement executed with 
United States bilateral military agreement concluded with 
Philippine rural reconstruction movement (PRRM), development of___ 203-204 
Philippines, the: 
Agricultural and industrial production in, defense support for 
Aid to, amount of, in 1956 program 178 
Bilateral defense pact with, effect on, of loss of portion of free Asia_. 173 
Cabili, Senator Tomas, special representative of President Magsaysay, 
recommendations of, for Joint Commission for Rural Recon- 
Te SEES SSS ETE UCT ROPES A Bas She Ca ES 
Chinese in 
Communist movement in, defeat of 
Comune oe eee Wee ok ee oe ae il 
Community development program in 182, 203-204 
Defense support for, breakdown of 181 
Direct forces support for, amount of 
Direct forces support, purposes of 
Economic situation in 
Funds for 
Gross national product of 
Health and educational programs, equipment for expansion of, defense 
support for 
Huk movement in, defeat of 
Importance of, in free world collective defense arrangements 
Industrial productivity center, aid rendered by 
Joint Commission for Rural Reconstruction in, proposal for___._.. 203-204 





INDEX 


Philippines, the—Continued 
ilitary projects in, defense support for 
President’s Fund for Asian Economic Development, use of, for train- 
ing purposes in OM tet 
President Ramon Magsaysay, appointment by, of Senator Tomas 
Cabili, as representative to United States on Joint Commission for 
Rural Reconstruction 
Private enterprise in, encouragement of, by aid to 
Private investment, defense support for 
Resources of 
Rural development program in 
Technical cooperation in, benefits from 
United Nations Expanded Technical Assistance projects in 
United States relations with, comments of President of Univ ersity of 
Philippines on 524-525 
Phillips, Christopher, Deputy Assistant Secretary for International Or- 
ganization Affairs, Department of State, statement of. phan al awh 344 420 


Point 4: 

Latin America, success of 

Suceess of 
Poland: 

Military budget of, increase of _ - _ - 1. 

Yugoslavia’s independence, possible results of, age a) 
Political party affiliations, no bar for appointment to government jobs _ kisi 
Porgy and Bess, stage show, success of, in Europe_ 

Pounds sterling, rate of conversion under NATO infrastructure_____ 

Powell, Hon. Adam C., a Representative in Congress from New York, 
statement of 

President of the United States: 

Appropriation to, of aid funds_____ 

Foreign policy set forth by, and National Security Council_ 

Political party of, appointment of people of, to Government jobs 

Request to, to discontinue aid to Yugoslavia, mention of - 

Speech by, at West Point, reference to 

Supervision by, of mutual security program__-__ 
President’s Committee for Foreign Economic Dev elopme nt, re -eport of: 

On Latin America, influence on United States foreign policy of 

Recommendation for implementation of, in Latin America_ 

President’s contingeney fund: 

Amount of 

Amount of, purpose of____...-.---- chin uaiie 

Latin America, aid to, under 

Unused balance to revert to T reasury wetiedames ovine i 
President’s Council of Economic Advisers, report of, on United States 

commodities eet 60 
President’s Fund for Asian Economic Development: 

Amount of ee ae 3, 79 

Illustrative projects of j : — 196 

India’s elgibility under . eee 99 

Loans under, for long-range projects - - ----_- 185 

Mekong River watershed as illustrative project OR i a ee PY 196 

Method of allocating 90 

No-year request for funds for 198 

Programs under, cooperation by free nations of Asia on 176 

Purpose of : _ 79, 99-100, 176, 189 

Regional development under 111, 17, 130, 131, 133-134 

FS SR a Re .. 198 

Trade arrangements promoted by 196 

Senate amendments to, discussion of 701-702 
President’s cee Fund. (See President’s Fund for Asian Economic 

Development.) 
President’s Materials Policy Commission Report, United States raw mate- 
rials requirements based on ‘ ee 58 
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Private foreign investment, guaranties of 

Procurement in United States, amount of foreign aid spent for 
Procurement, United States and offshore, amounts of, chart on 
Program presentation: Changes in, from 1955 

Puerto Rico: University of, training conducted by, in Latin America 


Q 


Quarles, Hon. Donald A., Assistant Secretary of Defense for Research and 
Development, guidance by, of mutual weapons development program__ = 273 
Quemoy and Matsu: Military aid to, by Nationalist China (Formosa)___ —256 


R 
Radar installations: 
Article regarding, in Look magazine, discussion of 
European research on, financed from mutual special weapons develop- 
ment program 
Radford, Adm. Arthur, Chairman, Joint Chiefs of Staff: Statement of__- 
Rand, William, head of FOA survey to Belgian Congo_- - 
Raw materials, prices of imported, chart on 
Refugee concentrations, table on_- 
Refugees: 
Areas benefited by programs for_____-___- = 497-500 
Definition of SEL FES , m: 495 
Funds for, included in program ___ eteushicas 
Gaza strip, Egypt, resettlement of__ 
Palestine, assistance for, funds for_ __ 
Vietnam, settlement of, cost of_- 
Western Europe, number of __ 2 “t 
Unitel States program for, cost of __ ; 497-500 
Refugees, Arab. (See Arab refugees.) 
Refugees and migrants: 
Agencies concerned with 500 


Memorandum on, submitted by Foreign Operations “Administra- 
tion _--- ‘ : -......-. 495-497 

Regional dev elopment program; concept of, explanation o PY Reh 3 196 
Reimbursable aid, mention of ! ? 272 
Religious and charitable organizations, programs of, success of : 95 
Republic of Korea. (See Korea.) 
Republican National Committee: 

Presentation team appointments by, question of __ ih 199 

Referral of jobs to, in conformity w ith Foreign Service Act, question on. 97 

Report to, on jobs for Republicans program_. ‘ Rm asl 96 
Republican Party, jobs for, program of, report on_- 96 
Research, Europe, on radar installations financed from mutual special 

weapons development program. a eS 

Richards amendment: 

Amendment of, in 1956 lezislation siege cds _2. 381, 382 


Deliveries under, question of lezality of_ ~ 380-381. 382 
Onnission of, from draft of Mutual Security. bill for 1956, ‘reasons for __ 
Riddleberger, Hon. James W., Ambassador to Yugoslavia: Statement of _. 
Rio Economie Conference, endorsement of Organization of American States 


Rio Economic Conference, speech at, by Hon. George M. Humphrey, Secre- 
tary of the Treasury, reference to. 
Roosevelt, Hon. James, a Representative in Congress from California, 
statement of 
Rubber: 
Sale of, to Communist China, by Ceylon and Great Britain 
United States prices for, suggestion for increase of 
Rule, Gordon W., counsel for the National Association of toate & Boat 
Manufacturers, Inc., statement of Lie : 614 
Rumania, possible results of Yugoslavia’s independence in _ eee lie 106 
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Saar dispute, settlement of : 
Sarnoff report, recommendations of, on conduct of cold war- 
Satellite countries: 
Airfields in 
Air force of, strength of 
Armed forces of, comparison of, with U.S. 8. R. forces 
Armed forces of, strength of 
Diplomatic relations with U. 8. 8. x, 
Navies of, strength of 
Saturday Evening Post, the, article in, entitled ‘“‘The Rugged Mr. Dulles,” 
by Beverly Smith, Washington editor, request for by Mr. Vorys for 
Members 
Schneider, Louis W., secretary, foreign service section, American Friends 
Service Committee, statement of 
Schiff, Philip, chairman, continuing action committee, American Associ- 
ation for the United Nations, statement of__ 
Scientists, availability of, for mutual weapons development. program 
Seager, Cedric H., Regional Director, Office of Near East, South Asia, and 
Africa Operations, Foreign ‘Operations en statement 
of cs der arene et a, Re, ABee DOU 
Sehald, Hon. William J., Acting Assistant Secret: ary, ‘Far Eastern Affairs, 
Department of State, statement of_____. sig 
Secretary of State: 
Guidance by, of FOA 
Security: 
Attainment of, global problem 
Necessity for maintaining, in open hearings_ 


Violation of, by Look magazine article on radar installations, question 


Ship overhaul projects: 
Esti:.ates for, arrival at_______ 
Work to be done in United States yards__ 
Shipping: 
50-50 provision for use of American ships - 
Ships: 
Parl rision of, for NATO navies 
SHAPE: 
(Supreme Headquarters, Allied Powers, Europe) 
Central sector of, headquarters at Fontainebleau 
Eisenhower, General Dwight D., first commander of - 
International w.ilitary agencies assigned to_- 
Invitation to co-irittee to visit 
Mediterranean Co:nir.and, headquarters at Malta- 
Military divisions of, nuwber and effectiveness of 
Military strength of_- 
Northern sector of, headquarters at Oslo_ 
Peri*~eter of, miles of - 
Principal headquarters ‘under 
Southern sector of, headquarters at Naples 
Territorial scope of _ - -- 
_ United States Command of NATO 
Sicily: 
Election in, gain of Christian Democratic Party in_ 
Simla Conference: 
Agree:rents reached at, on United States aid__ 
Deshmukh, Chinta’ran, Indian Minister of Finance, organizer of_127, 131 
Economic cooperation in Asia resulting from 90 
Endorsement by, of bilateral program of foreign aid________-_- cove Wie LiT 
Meeting of Asian representatives of Colombo Plan Consultative 
Committee 117 
Nehru, Jawaharail, Prime Minister of India, enhancement of position 
in Asia at, question of 130, 131 
Recognition by, of effectiveness of bilateral administration of United 
States aid 
Regional development considered by 
Satisfactorv outcome of __ _- 
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Sinai Peninsula (Egypt), irrigation and development of, plans for 


ri 


288, 288, 290 


Singapore: 
Australian troops sent to 
Colombo plan countries to meet at 
Snyder, Edward F., legislative secretary, Friends Committee on National 
legislation, letter and statement from 
Socialist Party, beliefs of, compared with Communist Party 
South America. (See Latin America and country headings.) 
South Asia. (See Asia, South.) 
Southeast Asia Collective Security Agreement. (See Manila Pact.) 
Southeest Asia Treaty Organization, Thailand as member of 
Southeest Asia and Western Pacific, funds for, in 1955 program, availability 
of, for military assistance items 
Soviet bloc: 
Division of objective of United States foreign policy 
Propaganda anti-American, in Southeast Asia 
Soviet Logistics Committee, work by, in developing combat force objec- 
SRT ce i : 
Soviet policies: 
Reversal of, instances of______ 
Reversal of, interpretation of___- 
Spain: 
Admission of: 
To NATO. 
To NATO, State Department attitude on 
Aid to, compared with Yugoslavia 
Aid to United States bases in, amount of_ 
Air bases in, financing of _ net 
Attitude toward, by England and France_- 


257 
90 


644 
ll 


Base construction program in__ bo a --- a . 384-385, 387 


Commitments to_ “ 
Construction program i in, ‘competitive bidding i aoc. 
Cooperation of, in program for_ 


207 
234 
235 


Cotton shipments | ee ip Lente clea 387, 673, 684-685 
Counterpart generated in, status of...______. . 385, 387- 388, 393-394 


Defense support to: 
Breakdown of_ 
Decrease of___ 


In 1956 program______- Lnifind Sido kellie AM! _-. 54, 384 


Purpose of -_..__ - - - 
Deliveries for ___ 


997 


wel 


667 


384 
199 


Economic and technical aid to, breakdowt n ‘of. ie . "387- 388 


Franco, Gen. Francisco, dislike of, by Great Britain and France_ 

German concerns in, on construction program _- 

Local currency generated in, use of - 

Military facility sites granted in_ : ‘ a aco 

Offshore procurement, increase of, desire for, by military representa- 
tives in_ 


Pipelines in, land acquisition a a: 234, 235, 5, 330, 770 


Population of - . 

Rota, United States Naval base located at__ 

Strategic value emphasized by military_-___-_ 

Sufficieney of, in food production 

Surplus agricultural commodities for, 1956 

Textile production in, spindles for 

United States agreements with, provisions of 

United States bases in, aid to 

Spare parts: 

Aircraft program 

Capabilities of other countries to furnish 

Mutual defense assistance program equipment, increase of productive 
facilities for 2 

Policy memorandum on, by Department of Defense 

Production of, by countries using 

United States Army requirements, explanation of 

United States Navy requirements, explanation of 


166 
234 


os =e 


Land acquisition program in_ eo ee ceo Does ae -236, 


770 
54 
235 


399 
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Special United Nations fund for economic development, support of 
Stassen, Hon. Harold E.: 

Director, Foreign Operations Administration: 

Attendance by, at Huropean Economic Cooperation Committee 

meeting 

Statement by 

Tribute to, by Hon. John Foster Dulles, Secretary of State____-_ 
Special Assistant to the President on Disarmament Problems, correla- 

tion of duties of, with mutual security program______-_-- 

Stevenson, Adlai, position of, on compromise with Union of Soviet Socialist 
Republics, discussion of 

Stewart, Mrs. Alexander, legislative secretary, Women’s International 
League for Peace and Freedom, United States section 

Stewart, Roger, Chief, Cereals Branch, Food and Agriculture Division, 
Foreign Operations Administrati ions statement of - serge abe 

Stone, Wyman R., Chief, Central Division, Office of Latin American Oper- 
ations, Foreign Operations Administration, statement of 

Strategic materials: 

Statement supplied on, by Vice Adm. Walter 8. DeLany, USN 
(retired), Deputy Director, Mutual Defense Assistance Control, 
Foreign Operations Administration ane A Aiete wis ee 569 

United States sources abroad, chart on . rie nee MA. ere 59 

Students: 
exchange of, between Asia and Union of Soviet Socialist Republics __- 21 
Returning to own countries, need for small loan by PO in 20 G8 mt 94 
Stump, Adm. Felix B., Commander in Chief, Pacific, and United States 
Pacific Fleet: Responsibilities of, in arriving at major combat force ob- 
jectives = Sila 254 
Submarines, deliveries of, to Turkey __- 
Suez Canal (Egypt): 
Blockade of, by Israel_-_---_- 2 a 417 
Dispute over, settlement of _- feat a ie 285, 288 
Summit. (See C onference, Big Four.) 
Supplemental Appropriation Act 1955: Definition of obligation under-__-__ 214 
Surinam: General Servicio in, work of, in Latin America_-__-__-__- a 336 
Surplus agricultural commodities: 

Amount of, in 1956 program_ --__. ae 183 

Arab States and Israel, amount to, in 1956____ 667 

Asia, amounts for 1955 end 1956... _.. . 667, 675-676 

Berlin, West, approximate amount of_ _- Fea ee: 384 

Bolivia, underdevelopment assistance____- 337 

Commodities sold under_____- “ 666 

Deliveries distinguished from amount progr: amed 675 

Determination of, made by Secretary of nar ulture 104, 680 

Dumping of, question | 679, 681-682, 683, 684 

Europe, amount included in 1955 program Pome vn 666 

FOA financing of________-_- ; eis : 666 

Funds to be used for program ‘of, in 1955 oa 665 

Grants of, amounts for_ : < or 686 

Greece, additional supplies to, due to earthquakes | in s . 683 

Haiti, amount of a hhetas natin oBinien ve oe tyler 307 

History of activities on ; , ae 669-670 

Honduras, under-development assistance eee eaer 326 

India, amount and use of : —_ aa 17, 140, 143 

Latin America, for 1956- Nhe Siete SAP Retin 668, 676 

Magnitude of, reasons for... a a 688-689 

Magnitude of, viewed as threat by ‘foreign ‘gove rnments. 687-688 

Near East and Africa, increase of, for 1956_. 667 

1956 requirements: 

Decrease in meet 670, 676, 679, 680-681 
Increase in amount by Senate. : we ys 
Ocean freight for movement of, amount for 1956__. , 502 
Payment of freight charges by people receiving, question of 3 95 
Policy in determination of recipients _ _- wot 678 
Policy on sales to maintain balance of other countries : 678 
Procedure regarding, from appropriation to receipt of by recipient 

countries _ - AN : wh. he oe = é : 676-677, 684 
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Surplus agricultural commodities—Continued 
Prozrams for moving abroad, accomplishments of 
Resipients of. - << 0 ee 
Sale of, chart on 66 
Sales of, under world prices, question of. __..........--.----____ 681-682 
Senate amendment on amount for, discussion of 701 
Shipments compared with funds requested for ocean freight, memoran- 


503 
Shipping of, in American ships, 50-50 provision applicable to_._ 505-506, 778 
Spain, amount in 1956 program 
Support for program of 
Thailand rice market, discussion of 
Title II, assistance with 
Trausfer of funds for movement of, by voluntary agencies 
Undelivered, in 1955 program 
Use of, in competition with Union of Soviet Socialist Republics in 
ce oc meant tinea attes Stadia aot cite jel 686, 695 
Value of surpluses to be shipped in 1956 
Yugoslavia, amount in 1956 program 
Surplus disposal programs, importance of, chart on 
Swingle, William S., siillcesdeleai National F oreign Trade Council, Inc., 
letter from_. 
Switzerland: 
Offshore procurement in____ _- 233-234, 770 
Syria: 
Jordan River Valley development in, agreement sought on 284-285, 
288, 289, 297 


Tanks: 
Provision of new type, for North Atlantic Treaty Organization e- 


Technical assistance: 
Arab States, continuation of - 
Africa, countries receiving 
Asia, amount-of funds for 
Comparison of multilateral and bilateral 
Discussion of . 
Egypt, success of ‘ 
Ethiopia, continuation of 
Funds for, in 1956 program 
Greece, Turkey and Iran, amount for 1956 
Iran, necessity for 


Latin America: 
Amount for 1956_-- _~_- 
Participation in, by countries of 

Lebanon, suceess of 

Liberia, continuation of 

Libya, continuation of 

Near East, effectiveness of program in _ - 

Newr East and Africa, amount of 

Near East and Africa, funds for. ____-__-__-- Lica : 79 

Number of nations benefiting from____- 

Organization of American States, United States contribution for, 1956- a 

, 

Union of Soviet Socialist Republics program of, in asia_______. 21, 
Technical Cooperation Administration, possibility of autonomy for- - . 
Technical cooperation program, interrelationship of, with defense support - 
Technical exchange-technical cooperation programs, estimated inter- 

regional activities for, table on___________________--- Reh RS) yh a= . 547-548 
Technical personnel as of February 28, 1955, chart on 
Television, Gen. Alfred M. Gruenther, Supreme Commander, Allied 
Powers, Europe, suggestion for appearance of. ys Tilapeainaey Shes AM yf 

Thailand: 

Aid to, amount of, in 1956 program__-_ 

Chinese in 

Commodities, defense support for 
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Thailand—Continued 
Communist threat to, by Free Thai movement, Pathet Lao movement 
Vietnamese refugees supporting Ho Chi Minh 
Communists in, number of 
Direct forces support for, amount of 
Defense support for, breakdown of 
Direct forces support, purposes of 
Economic aid to; by Australia________ __ 
Remeesne and services for joint use projects, “defense support for_ 
Funds for 
Hypothetical case justifying funds carryover 
Importance of, in resistance to Communist conquest of southeast 


International 1 Saabdhivic assumed by, under Manila Pact, evidence 
of importance___-__ 

Member of SEATO 

Resources of .._..___._-- 

Rice markets of, decrease of - 

Union of Soviet Socialist Republics technical assistance in Bangkok _ 
Tibet: 

Communist dominated, overlooking Nepal_ 

Communist threat from, to India 
Time-phase analysis of program 
Tito, President Josip Broz of Yugoslavia. (See Y ‘ugoslavi ia. ) 
Trade barriers in Miecese. letter on, from Kenneth Pendar, Tangier, 
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Page 
175 
71 
179 
181 
179 
197 
181 
55 
86 


175 


175 
86 
79 
91 
21 


113 
124 
210 


635-636 


Transfer of funds: 
Department of Defense programs as 
Military assistance funds to FOA-supervised activities, 1955____ 
Trieste: 
Settlement of, conditions of 


Increase of, endorsement of 


Purposes of 
Armed forces: 


Pay to privates in, question of 
Cooperation with Yugoslavia 
Defense and direct forces support funds for 
Defense support for, breakdown of 
Defense pact with Iraq and Pakistan 
Defense pact with Pakistan 
Deputy Prime Minister Fatin Rustu Zorlu, attitude of, at Bandung 
hie il einest tlie amen tities eters a ors wo 2 bs 
Development of, progress of 
Foreign exchange, scarcity of __ “ad Wed as 
Included in Near East, for training ammunition requirements 
Inflation in 
Infrastructure program, airfields under. 
Loan to, request for____- - _- 
Member of Balkan Alliance 
Military assistance for 
Military establishments of - 
Mutual-assistance pact with Pakistan concluded 
Neutrality of____- - - 
Submarine deliveries to 
Technical assistance in, purposes of 
Treaty of, with Greece and Yugoslavia, provisions of, advantages 


* fiasco ine a ap ge 250, ¢ 


Turkey and Greece: 
Alliance with Yugoslavia not firm 
Mutual defense pact with Yugoslavia _- 
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Turkey, Greece, and Iran: 

Defense support, amount for 1956 

Technical assistance for, amount for 1956 
Turkish-Iraq agreement: 

Conditions of, regarding membership _- 
Turkish-Pakistan Agreement, mention of 


U 
Underdeveloped area: 
South Asia designated as heart of 
Underdeveloped countries: 
Industrial progress in, development of. 
Unexpended balances (See Funds, unexpended.): 
Senate amendment on carryover of, discussion of 
Unified Plan for the Development of the Jordan Valley: 
Agreement sought on 284-285, 288, 289, 297 
Union of Soviet Socialist Republics (U.S 
Activities of, in setting up parallel economic prozramn, question of _ —__ 94 
Adenauer, Chancellor Konrad, invited to visit Moscow 
Agreements of, with satellite countries on occupation by troops 
Agricultural difficulties in, admission of, by Malenkov, circulated in 
Andhra (India) election 
Aid to China by 
Aid to India, preference for, question of __- 
A. ttt ee OE, ic cco ek eee cee an nee 
Air Force of: 
Compared with that of United States, question regarding 
Progress made in development _- 
Strength of __ 
Arms race drain on economy of 
Armed forces of: 
Comparison of, with satellite forces 
Land divisions of _- eo 
Number and effectiveness of 
Atomic bomb, development of, during delay in Panmunjom talks_ 
Atomic capabilities of 
Atomic weapons, propaganda on use of 
Attack by, on Western Europe, results in event of 
Bulranin, Nicolai A., Chairman of the Council of Ministers, Union 
of Soviet Socialist Republies, visit to Yugoslavia 4, 93, 103 
Change of policy of, indications of 507 
Collective farm system in 
Communism in, concepts of, compared with Union of Soviet Socialist 
Republics 
Communists, change in polici es of, cc ympared with change of 20 years 
Communists, no deviation fron ori -izinal purpose of world domination. 8! 
Communists in, United States danger from__. totale cst wae © eNO 
Competition against, in winning cold war es 159 
Compromise with, discussion of___ _ _- . 535-536 
Consumer gocds in, excessive cost of- aa Ros) ota 163 
Cooperation with Communist China, continuance of, “question "9s 
Difficulties encountered by___- 
Economie assistance in Asia: 
Chart on 
Terms of 
Economic growth of, greater than W estern Europe 
Economie program in India_ 
Economic program in Iceland 
Economic programs: 
Payment required for 
Success of 
Economie warfare by, i 
Efforts of: 
To prevent admission of West Germany to NATO-_ 
To prevent rearming of West Germany 
To split West_ ; 
Engineering graduates in 
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Union of Soviet Socialist Republics (U. 8. S. R.)—Continued 
Escapees from: Page 
ifforts to repatriate 484-485, 486, 487, 772 
Number resettled since war 485 
Exclusion of, from UNREF 457 
Foreign aid program of 255 


Foreign aid program of, developments leading to 537-538 
Foreign policy: 

First objective to destroy United States 
Korean war biggest mistake of 
Grants by, to non-Communist Indians______.._..._...._-.-------- 
Guided missiles development in, compared with United States, ques- 


India, steel mill planned for, under technical assistance._ 115, 122, 128, 125 
Information library in Vienna 24 
Intentions of, resistance to, based on position of strength 
Invitation by: 

To German Chancellor Konrad Adenauer to visit, interpretation 


To Chancellor Konrad Adenauer to visit Moscow, reaction to... 374, 
375, 376, 383 
Jet fuel, supply of, facilities for 
Khrushchev, Nikita S.: 
Peference to 
First Secretary of the Communist Party of the Union of Soviet 
Socialist Republics, visit to Yugoslavia. ___._.._....____ 4, 98, 103 
May Day celebrations, planes shown during 156, 152-153 
Military aid program of 2 
Military budget of, increase of 
Navy, strength of 
Nuclear weapons developed by 
Opposition of, to admission of West Germany to NATO 
Overextension of 
Point 4 program, duplication of, by 
Policy of: 
hange in, in event of loss of cold war 
Change in: 
Interpretation of 
NATO as factor of 
Peasons for 
Enumeration of 
Progress of, compared with Yugosla-‘ia 
Propaganda campaigns of, United States competition with 
Propaganda of, results of, in United States__...___...-.----------- 
Use of, against 
Relations of, with Yugoslavia, change in 
Satellites of, severance of diplomatic relations with, question of 
Satellites of, strength of air force of 
Satellites of, strength of armed forces of 
Satellites of, strength of navies of 
Share of, in world trade, 1954, chart on 
Statistical assistance to India by 
Submarines, atomic, no evidence of 
Submarines, comparison of, with Germany prior to World War II_-- 
Submarines, effectiveness of 
Submarines, fuel used for 
Submarines, Snorkel type used 
Tacties of, indication of success of mutual security program 
Technical assistance by, compared with United States 
Technical assistance offered to Afghanistan 
Technical assistance to: 
India, possibilities of... .___-- Een ahs oud athe adnan amonik eee ee 
Pakistan, offer of 
Technical Assistance program of, in Asia 
Technical manpower of, compared with United States 
Technical mission to India by___-___---------- J ee rey Jol 
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Union of Soviet Socialist Republics (U.'8. S. R.)—Continued 
Threat to Afghanistan by offers of assistance 
Threat to India by influence on neutralism 
Trade agreements with Yugoslavia 
Trade with India 
Ukraine, possible results of Yugoslavia’s independence in 106 
Visit by officials of, to Yugoslavia 4, 93, 103, 369, 375 
Weapons, conventional, comparison of strength in, with United States. 155 
Withdrawal of, from Austria, agreement for 
Withdrawal of, from East Germany, offer of, possible 
Withdrawal of armies from satellite countries, possible results of____ 
Yugoslavia’s influence one 
United Kingdom (see also Great Britain): 
Contributing member of Colombo plan 
Contributions to, support of, discussion of 
Cost of operating, table on 
United Nations Children’s Fund: 
Activities of 
Africa, leprosy centers in, location of 
Calendar year basis of requests for 
Contributions of United States and other governments to 
Contributions of United States and other governments in calendar 
year 1954, chart on 
Contributions to, United States percentage of 
Cooperation of WHO and FAO with 
Diseussion of 
Film portraying work of, entitled ‘‘Assignment Children”’ 463, 471 
Financing of, on matching basis-_-----......----..----------. ~- 471-472 
Funds for, amount of for 1956 461, 464 
Funds for, included in program 
Malaria eradication program, in cooperation with WHO 
Mass health programs of 
Principles: underlying ‘progra-’s of 
Progra‘ns in, September 1953 to present, table on 
Shift in aid by area, chart on 
Shift in aid from emergency to long-range programs, chart on 
U. N. expanded progra™ of technical assistance: 
Acco'rplishments of 
Accomplishments of, projects completed to date, question of 
Calendar year basis of: 
Proble-n of 
Request for 18-ironth appropriation for, letter from Hon. Henry 
Cabot Lodge, Jr., United States representative to the U. N., 
supporting 430-431 
Communist participation in 112, 422, 432-433, 441, 444-445, 448 
Contributions te, by other countries, increase of 423 
Contributions to central fund from United States and others, charton. 432 
Coordination of: 
Private organizations with 
With United States technical assistance programs._.. 439-440, 449-450 
Memorandum on 450 


Duplication in programs of, question of 
Economic aid by other countries through 
Esti‘nated “local cost’’ contributions by recipient countries in support 
of 1955 technical assistance program, table on 437-438 
Food and Agriculture Organization: 
Absorption of, by, question of 
Accomplishments of, in various countries 
Funds for: 
Amount for 1956 
Fiscal year 1955, United States and other 
Included in program 
Funds of, methods of allocation of, to specialized agencies 
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U. N. expanded program of technical assistance—Continued Page 
Government contributions, by years, as of May 31, 1955, table on_ 486-437 
International Civil Aviation Organization, accomplishments of, in 

various countries 
International Labor Organization, accomplishments of in various 
countries 425 
Personnel of, United States: experts.employed in 
Results.of programs of, over bilateral technical assistance, question of. 445 
Specialized agencies, coordination of 
Specialized agencies, method of financing 
Union of Soviet Socialist Republics, contributions to 
Union of Soviet Socialist Republics, participation in 422, 
432-433, 441, 444-445, 448 
United Nations Educational, Scientific, and Cultural Organization, 
accomplishments of, in various countries 
United Nations Technical Assistance Administration, accomplishments of, 
in various countries 
United States, contributions to 
United States contributions, pledging of, deferred until appropriatior 
made, under Mutual Security Appropriation Act of 1955__-_.__. 430 
United States contributions to, recommendations on, in report of 
International Development Advisory Board 
United States, percentage of contributions to 
United States, support of, importance of 
World Health Organization, accomplishments of, in various countries- 
Food and Agriculture Organization, absorption of, by United Nations 
Expanded Program of Technical Assistance, question of 448-449 
va ain Fund for Economic Development, Special (SUNFED): 
tatus o 
United Nations Korean Reconstruction Agency: 
Private enterprise assistance under 
United Nations multilateral programs: 
Funds for, in 1956 program 
United Nations Programs, support of 
United Nations Refugee Fund: 
Administration of 
Amount requested for 1955 program 
Anticipated expenses, first year of operation 
Discussion of 
Financing of, on voluntary basis 
Four-year program of, cost of 
Funds for, in 1956 program 
Goedhort, Dr. Von Heuven, High Commissioner of 
Inclusion of Far East refugees in, question of 457-459, 460 
Justification of 452, 455 
Number and distribution of refugees and estimated beneficiaries of, 


Purposes of 
Purposes of, compared with Intergovernmental. Committee for 
J uropean Migration 
Union of Soviet Socialist Republics excluded from 
United Nations Relief and Works Agency: 
Aid to Arab refugees, percentage paid by United States 
Arab refugees, education and housing of, statement on 
Carryover in, amount of 290 
Palestine Refugee Relief Organization, aid for, amount of. 79, 288, 297, 298 
U. N. technical assistance, support of 718, 732-733 
U. N. World Health Organization, cooperation of, with UNICEF on 
malaria eradication program 471, 473 
United Services Organization (USO), operation of, in Western Europe, 
question of 165 
United States: 
Agreements, bilateral and multilateral, with allies self-interest in_... 240-241 
Agreements required in return for, question of 104 
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‘United States—Continued 
Air Force: 
B-47 plane in, effectiveness of 
B-—52 plane in, effectiveness of 
Maintenance and spare parts requirements: 
Engineering changes in 
Explanation of 
Training ammunition requirements, how estimated 
United States allies: 
Awareness of, of common dangers 
Budget problems of, from lack of designation of aid funds 
Cooperation of, in event of hostilities 
European, reduction by, of defense programs, question of 
Maintenance of forces of, advantages of, over providing United States 
Gneeee so oo Sl. J euisievosuuiies sp aioodellgousn 241, 242 
Military efforts of, provision for support of, in new mutual security 
legislation 
Military strength of, additional requirements for, survey of, for 
mutual] defense assistance program 
Military strength of, increasing of____.__..-.------------- . AIST 
Military support of, purpose of, amount of____-- - -- 
Necessity for, to develop security 
Strength of, growth of 
United States: 
Armed forces: 
Cost of maintaining men as compared with mutual defense 
assistance program-supported country 
Maintenance of, around Soviet periphery, impossibility of 
Strength of: 
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